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COTTON TEXTILE SUBSIDY 


TUESDAY, AUGUST 11, 1959 


House or REPRESENTATIVES, 
ComMopiry SUBCOMMITTEE ON CoTToNn 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 9 a.m., pursuant to notice, in room 1308, 
New House Office Building, Hon. KE. C. Gathings (chairman of the 
subcommittee) presiding. 

Present: Representatives Gathings, Poage, Abernethy, Hagen, 
Grant, Belcher, Teague of California, and Pirnie. 

Also present: Representatives McIntire, Coffin, Oliver, and Hemp- 
hill; Hyde Murray, assistant clerk; Francis LeMay, consultant. 

Mr. GaTutnes (presiding). The committee will come to order. 

In view of the heavy calendar it was necessary to hold this meeting 
at 9 o’clock this morning. The other members of the subcommittee 
will be here shortly. I think that we had better proceed. 

We have been faced for some time with the issue of foreign imports 
that have had serious impact upon our communities and upon their 
industries. This has been manitenad in various and sundry types of 
industrial pursuits in this country. 

This morning we have for consideration H.R. 4033 by our col- 
league, Mr. McIntire, to assist the U.S. cotton textile industry in 
regaining its equitable share of the world market. 

We will be glad to hear from you at this time. 


( STATEMENT OF HON. CLIFFORD G. McINTIRE, A REPRESENTATIVE 


IN CONGRESS FROM THE THIRD DISTRICT OF THE STATE OF 
MAINE 


Mr. McIntire. Mr. Chairman and members of the committee, may 
I express my personal appreciation and that of my associates for 
your very fine consideration in opening this hearing in a rather lim- 
ited time period. We hope to accommodate you as to the time situa- 
tion in relation to these proceedings. 

I am sure that all of us who have cotton textile industries within 
our States, and those of us who are interested in the total cotton 
problem are very much concerned over the fact that our domestic 
manufacturers are finding themselves under a very serious disadvan- 
tage in competing in the world market. 

Our manufacturers of textile products are faced with the situation 
of American cotton being shipped abroad at the current 8 cents a 
pound below the domestic price. They are also confronted with the 
import of foreign textile goods manufactures inte this country. 
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In view of the shortage of time I ask unanimous consent that I he 
permitted to file a statement for the record, and, also, to insert into the 
record at the appropriate place a resolution adopted by the Lewiston 
Joint Board of the Textile Workers Union of America of Lewiston, 
Maine. In addition, I would like to place in the record a statement 
of William F. Sullivan, who is secretar y of the Northern Textile Aggo. 
ciation as well as a statement by Dr. Seymour E. Harris, of Harvard 
University, who is chairman of the New England Gover nor’s Textile 
Committee. 

Mr. Garuines. Without objection your statement, as well ag the 

various communications and the other material may be inserted at 
this point in the record. 

(The resolution and the statements follow :) 


TEXTILE WORKERS UNION OF AMERICA, 
LEWISTON JOINT Boarp, 
Lewiston, Maine, July 28, 1959. 
Hon. Ciirrorp McINTIRE, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN MoINTIRE: I am enclosing a copy of a resolution which 
was adopted by the Lewiston Joint Board of the Textile Workers. Union of 
America on Sunday, July 26, 1959. 

It is my sincere hope that some way can be found to secure some measure of 
support for this type of legislation from your associates in the House and possibly 
from the administration. 

I realize of course that since the textile industry is now enjoying a relatively 
high rate of activity and earnings, it may be a little difficult to arouse sentiment, 

It seems to me however that it is just as important to prevent another textile 
recession by the enactment of this legislation than it would be to cure one, 
once it got started. 

Sincerely yours, 
Denis A. BLAIS, 
Manager, Lewiston Joint Board. 


Whereas the Senate of the United States on July 15, 1959, passed the so-called 
Smith bill (S. 314) which is designed to permit the U.S. cotton textile industry 
to regain lost export markets by making available to them 750,000 bales of 
surplus cotton at reduced prices; and 

Whereas in the opinion of the delegates of this joint board the passage of this 
legislation would be of great help to all textile workers and textile communitis 
in this country: Be it 

Resolved, That we officially commend Senator Margaret Chase Smith for her 
efforts in securing Senate adoption of S. 314; and be it further 

Resolved, That we urge all House members of the Maine congressional delega- 
tion to do everything possible to assure passage of this legislation by the House 
of Representatives. 

Adopted, July joint board meeting. 





STATEMENT OF WILLIAM F. SULLIVAN, SECRETARY, NORTHERN TEXTILE ASSOCIATION 


My name is William F. Sullivan. I am secretary of the Northern Textile 
Association, 80 Federal Street, Boston, Mass. The association, formerly namel 
the National Association of Cotton Manufacturers, represents New Englawi 
textile mills. 

New England cotton textile mills are seriously concerned with three basi 
matters which adversely affect our industry and which have been made worse ly 
Government policies. 

1. LOSS OF EXPORTS 


The first of these is a serious decline in the exports of cotton textiles. The 
export decline measured in square yards and cotton bale equivalents betwee 
1947 and 1958 is as follows: 
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U.S. exports of cotton textiles 


{In thousands of square yards and bale equivalents] 











| | | 
Thousands | Bale equiva- ! Thousands | Bale equiva- 
Year | of square lents } || Year | of square lents ! 
yards | yards 
SeeR USO LU rd ae Y ESL ALR ah Oa EP ky EO Le! 

— 7 1] | | 
eee... Lf | 1, 480, 025 | 845, 72 | NE ea ae 621, 005 | 354, 860 

| 938, 796 | 536, 455 19% Si dsaatk em maieead 605, 047 345, 
al | 880, 255 | 503,003 || 1986 537, 493 307, 130 
eee-=-- 558, 678 | S00 O08 SOO on dicts has 506, 570 289, 469 
esa Fey 802, 427 458, 530 || 1967....-----..-.--.-- 547, 889 313,079 
1952... 761, 595 | WO SOF TY Doe os cere getcen ee 500, 501 286, 000 

| 





1 Bale equivalents were computed by the use of the conversion factor suggested by the U.S. Bureau of 
Labor Statistics, 3.5 yards of cloth the equivalent of a pound of cotton. 
Source: Association of Cotton Textile Merchants of New York, from Bureau of Census data. 


It should be noted that from the peak year of 1947, exports declined 66.1 per- 
cent and that average annual exports of 903,629,333 square yards between 1947 
and 1952, inclusive, were 80.5 percent higher than 1958 exports. 

A loss of 979,524,000 square yards in exports between 1947 and 1958 amounts 
to almost 10 percent of the U.S. production of cotton textiles for domestic use. 

Although current exports have declined to only 5 percent of U.S. production, 
itis vitally important that this export market be maintained. Since 1947, cotton 
system spinning spindles in place in the United States have declined from 
93.8 to 21.2 million, a reduction of 11 percent; and cotton system broadwoven 
looms have dropped from 393,942 to 331,871, a drop of 15.8 percent. Textile 
mill employment in the United States has dropped by 385,000 jobs since 1947, a 
decline of 29.1 percent. At a time when employment, prices, and profits have 
felt the squeeze of overproduction, a further loss of export markets will cause 
unusual hardship. 

The loss of these markets is due in some measure to the encouragement by our 
Government of the building of textile mills in other countries. ICA funds have 
been used not only to provide textile machinery and technical assistance but 
also to purchase the cloth produced by foreign mills. 

It is essential to the welfare of the cotton textile industry that it be en- 
couraged not only to maintain its present level of exports but to make every 
effort to restore the level of exports which it, like many other American indus- 
tries, attained after World War II. 


2. INCREASED IMPORTS 


At the same time that our domestic mills were losing an export market for 
almost 1 billion square yards of fabric annually, our Government has* been 
encouraging the increased importation of the cotton textiles. The National 
Cotton Council has estimated that the number of bales of cotton imports into 
the United States in the form of textiles has risen from 37,510 in 1948 to 286,630 
bales in 1958, an increase of 664.1 percent. Imports in terms of cotton textiles 
are shown on the attached table No. 1-A. The very rapid increases in imports 
of cotton textiles from Japan up to 1957 have been contained by export quotas 
from that country. No such arrangement applies to other countries; however, a 
currently disturbing factor is the increasing importation of cotton goods from 
Hong Kong. 

For the first 4 months of 1959, imports of cotton manufactures from Hong 
Kong were the equivalent of 37,722,200 square yards, an increase of 130 percent 
of the same period 1 year ago. Such goods, consisting chiefly of apparel items,” 
have been entering the United States at a markedly increasing rate since 1957. 
If the current rate is maintained for the remainder of the year, imports will 
exceed 113 million square yards, or about 95 percent more than the 57,961,909 
square yards imported in 1958. Imports of cotton goods from Hong Kong are 
shown on the attached table No. 2. 

Foreign producers traditionally have a competitive advantage over American 
nills because of their lower wages and labor costs. The attached table No. 3 


The | shows that in all cases the average hourly wage of textile workers in foreign 
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‘Roughly 90 percent. 
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countries does not equal as much as 50 percent of the American textile Workers’ 
wage and that in Japan textile earnings are only one-tenth of those of textile 
workers in the United States. In India wages are lower and in Hong Kong 
textile and apparel wages are the lowest of all. 

This historic labor advantage of foreign mills was increased by the 1955 tari 
reductions on cotton goods and has been further aggravated by a raw cotton 
price differential between American and foreign mills. World cotton prices and 
the export price for U.S. cotton is now 8 cents per pound less than the Price 
which U.S. mills must pay for cotton. This further advantage to foreign mij 
was created by our Government without any attempt to protect our domestic 
market from an influx of cotton goods made with cheaper cotton and low yw, 
labor. Cotton goods made with foreign-grown cotton are now replacing Ameri. 
can goods made with American cotton. This situation is bound to become 
worse. 

Since the fall of 1957, our association has urged the following cotton policy; 

1. Permit the farmer to sell his cotton at a competitive price at home 
and abroad to enlarge his market, his production, and his income. 

2. Permit American mills to buy American cotton at world prices, without 
hidden processing taxes or similar devices, and thereby improve their 
competitive position. } 

3. Permit cotton to move freely through the channels of trade without 
Government manipulation. 

4. Reduce the excessive costs of the present program, eliminate the two- 
price system, and free the textile industry from carrying the heavy burden 
of an unsuccessful cotton program. 

At the last meeting of the board of government of the association in June of 
this year, note was taken of the fact that the cotton export subsidy would be | 
increased on August 1, and our board at that time resolved that “Pending the 
development of a comprehensive system of quantitative limitations on imports 
of all textile products, an equalization tax should be applied to all imports of 
cotton goods to compensate for the differential in cotton cost occasioned by the 
two-price system.” 

We feel that it is not only essential to preserve the export markets for American | 
cotton textiles but it is equally vital that affirmative action be taken to protect | 


our domestic market from an influx of cotton textile imports. 


3. DECLINING PER CAPITA CONSUMPTION OF COTTON GOODS 


The third factor which disturbs our industry is the declining per capita con- | 
sumption of cotton textiles and the decline in cottons’ share of fiber consumption, | 
Table 4 shows that per capita mill consumption of cotton has fallen, both 
absolutely and relatively, in comparison with consumption of other fibers. 

In 1947 domestic textile mills consumed 32.4 pounds of: cotton for each 
American; by 1957 consumption had dropped to 23.7 pounds per capita; and| 
last year it dropped to 22.2 pounds. In relative terms, cotton’s share of per! 
eapita mill consumption of all fibers has declined from 72.7 percent in 1947 to 
65.5 percent in 1958. Man-made fiber consumption has increased during the 
same period. 

Production of cotton textiles and other textiles reflect the change in fiber 
preferences as shown in table 5. It is our belief that a continuing program to 
make cotton more competitive is necessary to halt these domestic trends. 


CONCLUSION 


Every effort should be made to restore to the American cotton textile industry 
its traditional share of export and domestic markets. Government policies which 
adversely affect the industry’s opportunity for fair competition should be altered. 
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COTTON TEXTILE SUBSIDY 5 


Taste 1.—U.S. exports of domestic cotton by major countries of destination, years 
ending July 31, 1954-58 


[In thousands of running bales} 











i 
Percent of 
Country | 1954 1955 1956 1957 1958 increase, 1958 
| over 1956 
United Kingdom. 404.3 | 404.2 146.4 | 1,006.5 676.7 362. 2 
Netherlands 101.1 | 92. 6 15. 6 251.1 109. 7 603. 2 
Belgium and Luxembourg - - 66.0 | 63.1 28.9 325.7 175.6 507.6 
Wet Germany... | 376.8] 387.3 | 70.3 | 1,021.0] 600.7 754.4 
Switzerland... x 22.3 | 34.4 | 12.8 115.3 77.2 502.3 
Japan ; 963.1} 653.4 | 838.1] 1,529.6] 1,126.9 25.6 
India 157. 5 | 59.3 9.1 292. 9 110.8 117.0 
Total (all countries) 3, 761.7 3, 446. 7 2,214.5 | 7, 5938.4 5, 716.8 158. 2 
1 | 
ee 7 





TaBLE 1-A.—Cotton cloth imports from all countries and Japan, 1953-58 


{In thousands of square yards] 


| From all countries | From Japan | Percent of Japanese imports 
of total imports 








Year | | : | | | q | 
Un- | Bleached} Printed, Un- | Bleached! Printed,| Un- | | 
bleached cloth j|dyed, and! bleached cloth |dyed, and} bleached | Bleached} Printed 
cloth | colored | cloth | | colored | 
1053... 32, 309.8 | 8,934.8 | 22,990.6 | 22,2424 | 2,102.0] 6,321.8] 688 23.5 | 27.5 
1954... 44, 845. 1 6, 183.8 | 22,447.1 | 38,619.5 | 1,170.! § 86, 1 18.9 35. 7 
1955. __| 60, 768. 8 7, 362.3 | 65,011.4 | 52,888.5 | 1,406.6 87.0 19.1 68.0 
1956 55, 607. 4 7, 893.4 |124, 736.1 | 44, 238.6 1, 261. ‘ 79.6 16.0 | 78.1 
1957. 36.957.3 | 6,028.9 | 79, 163.0 | 29, 531.2 707. 3 | 79.9 11.5 | 70.7 
1958 !_. 51, 075.7 5,099.0 | 86,574.3 | 38, 467.8 1,094.0 | 65,658. 9 75.3 26.5 75.8 
i Preliminary, from monthly data. 
Source: Bureau of the Census, U.S. Department of Commerce, 
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TABLE 3.—Total average hourly earnings (wages and fringes) for textile workers 
in selected foreign countries and the United States, 1956-58 * 


[In U.S. dollars] 








} | 
Rati 
Total Comparative foreign tp 
‘ | average | U.S. average| U.S. total 
Country and worker classification | hourly earn- | hourly earn- average 
ings (wages ings (wages hourly 
| and fringes) ? | and fringes) 3 earnings 
(percent) 
| i 
France: 
Males he pcr tSeSesSae : <cae ; $0. 619 | $1. 56 39.7 
Females. __- +S a ee 7 ST Backs now | 36.4 
United Kingdom | 7 
Cotton spinning - - _- 57 1.49 5 
Cotton weaving ---. . 599 40.2 
Woolen and worsted ---- had ‘ a . . 584 1.73 33.8 
Belgium: Textiles (all)-..-.-.-- Be : — . 439 1. 57 | ® 0) 
Netherlands: | 
All textiles..........- ae iy ade 1. 54 | 37.1 
Wool. _- 1.73 31.8 
se coe , me ‘ 36.7 
Cotton and linen. - -- 5 | 1. 49 | R.6 
Italy: 
Cotton__-_- _ . . 376 1. 50 | 25.1 
Wool... : ‘ 411 | 1. 73 | 23.8 
West Germany: Textiles (excluding products of artificial yarn) . 432 1. 57 27.5 
Japan: 
Textile mill products. -.._--- 160 | 1. 56 10.2 
Broadwoven cotton and spun rayon 131 1. 46 | 9.0 
India: Cotton textiles (Bombay) - . 212 1. 49 | 14.2 


1 Data for each country relates to the following dates: Italy, November 1956; France, January 1958; United 
Kingdom, October 1957; Belgium, 2d quarter 1957; Netherlands, October 1956; West Germany, November 
1957; Japan, 1957 average; India, December 1957. 

2 In all cases total average hourly earnings figure has been corrected for nonwage items by application of 
nonwage labor cost factor derived by the Interantional Labor Organization for 1955. 

3 Includes average hourly earnings for workers in equivalent classification and at the same time period as 
foreign counterpart, plus the cost of fringe benefits estimated from Northern Textile Association surveys 
and U.S. Bureau of Labor Statictics publications. 


Source: Compiled from dats provided by the Bureau of Foreign Labor Conditions, Bureau of Labor 
Statistics, U.S. Department of Labor, and materials published by the International Labor Organization 
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THE PROBLEMS OF THE TEXTILE INDUSTRY 


(Statement of Seymour E. Harris, chairman, New England Governors’ Textile 
; Committee ) 


Congressman McIntire asked me to submit a statement discussing primarily 
the general problems of the textile industry rather than Senate 314, an act to 
assist the U.S. cotton textile industry in regaining its equitable share of the 
world market. 

INTRODUCTORY 


May I begin by saying that this is an industry that has had its problems of 
adjustment. On the whole, in growth it has been about as unsatisfactory an 
inqustry as there has been in this country in the last generation or two. This 
‘c not due primarily to poor management, but rather to changing patterns of the 
spending of the American public, as well as other factors—for example, certain 
high-cost policies of the Federal Government. The Federal Government has also 
contributed to a relative decline in this industry through its encouragement of 
spending in other areas—for example in housing, automobiles, and the like. 
Again, however, Inuch as we may approve of increased Government spending— 
ind certainly there is a rong case for large Government expenditures in this 
kind of a worle the effect of this change in the pattern of spending does have 


yn unfavorable effect on textiles 


In the past there have been serious differences between the South and the 


North on what should be done to help the industry. It is symptomatic, as is 
dent in the Pastore hearings and the resultant recommendations of that com 
ittee, that the South and North now cooperate in helping the industry. 

There is no doubt but that the textile industry has been very sensitive to large 

norts of textile The explanation of this fact , of course, the vulnerable 
condition of the industry It has had many periods of decline and relatively 
short periods of prosperity. Therefore, a given rise of imports has a greater 
effect on this industry than on most It has not been our position over the years 
that we should not cooperate with the Government in its program to increase 
foreign trade. We realize the importance of exports for a country like Jupan, 
for eXxain t ha trie ‘ petitors of he textile na ry 

We have held, however, that in its foreign trade policy the Government should 

ike into ae nt all methods of helping friendly countries, not only the method 

of increased imports. For example, we have contended that a larger part of 

the burden should be put on helping these countries develop their exports in 

third nations_and also providing adequate grat in-aid In this manner, our 

mi mmui would be anced 

by burden o1 ew weak industries but by forcing the 
xpayer to ] | fair sli f tl ( ind Inve rs to ] Ip. 

It has bee ) ( listingiush 
een ! ( () f l mw and 
< V ( I 11 " \ I leral Govern 

ent, to ¢ ad ( anothel 
push down. 
‘ pay 
e | , ( ‘ ] ed 
| 
s ( ‘ 1 S een 
i | ? r 
{ ) 
Min 
i 1 
read t 
seems ( inese, 
t Wwe 1 ( lollars 
\ ( ( ] 1 S ; eV 
@inthe 








12 COTTON TEXTILE SUBSIDY 


_ 


may be so serious as to invite some defense. What is more, the European coyp. 
tries should be much more friendly to Japanese imports than they have been jp 
the past and should not force the United States to assume the major respop. 
sibility, and perhaps the only responsibility, here. Again, we should supply the 
Japanese with capital so that they can develop other industries as well as 
textiles. The Japanese have suffered greatly from the loss of their Asiatic 
markets, and they either have to cut their imports or increase their exports gyp. 
stantially. 

From the second quarter of 1958 to the spring of 1959, the Japanese golq, 


etc., reserves have increased by about $200 million, or 25 percent, a suggestion 
of a favorable balance of payments. What is more, her exports and imports haye 
been rising at a rapid rate, but exports much more than imports. In 1958 ex. 
ports had risen 140 percent vis-a-vis 1953, and imports only 42 percent. Thege 


are inquantities not values. By March 1959 the relative figures were 180 to 72, | 


What is more, the price level has virtually been stabilibed since 1955, although 
from 1950 to 1954 there had been a substantial inflation. : 

Hence we note improvements in the Japanese situation which suggest that 
the burden of making Japan viable may not be so great as in the 1950's on our 
economy.in general or textiles in particular. 


THE TREND OF THE INDUSTRY 


In April 1959, out of 16 million manufacturing workers, textiles accounted 
for 866,000, or roughly 5-plus percent. It is still one of the largest census indus. 
tries in the country, being exceeded only by a half a dozen other industries. 

But there is no doubt that the industry has been losing ground in recent years, 
Even in 1929 there were 1,264,000 workers in the textile industry, or close to 12 
percent of the total, and the industry was already showing some weaknesses, 
In fact, at that time its corporate income before Federal and State income and 
excess profits taxes was only 3 percent of total manufacturing income, as com- 
pared to the 12 percent of total employment, and wages and salaries were roughly 
$1.5 billion, or close to 10 percent of the total wages and salaries in manufactur- 
ing. Relatively low profits reflected unsatisfactory conditions in the midst of 
boom conditions. 

Another indication of the trends of the industry is given by the average an- 
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nual earnings of full-time employees. In 1929 the figure was $1,155 as com. | 


pared to an average of $1,543 in manufacturing. In other words, at that time 
the textile mills had an average wage of about 75 percent of the wage in many 
facturing. By 1947 the figure had risen to $2,338. This sum was &7 percent of 
the annual average wage in manufacturing and reflects the great prosperity of 
the industry in the early postwar period. But by 1956 the wage, though it had 
risen to $3,279, was only 72 percent of the average manufacturing wage of $4,582. 
The figures for 1957 are more satisfactory, for the textile wage is now 80 percent 
of the average manufacturing wage. This reflects the general tendency on the 


part of the textile industry to have severe ups and downs and large cyclical | 


movements generally. The year 1957 was relatively prosperous for textiles 
compared to some other industries. But by April 1959, the textile weekly 
wage was $63.48 as against a general average of $89.87, or 70 percent of 
the general average. This relative decline reflects the unsatisfactory state of the 
textile industry in the last few years and also despite the fact that there was an 
increase of almost $9 in the average textile wage in the year ending April 1959. 

It is of some interest that the average wage in textiles—that is, 70 percent of 
the manufacturing average wage—corresponds exactly with the percentage of 
personal per capita income in the South vis-a-vis the Nation. Per capita in- 
come in the South was exactly 70 percent in 1957 of the personal per capita 
income of the Nation. In other words, the low wage level in textiles reflects in 
part the general low wages in the South as compared to the national average. 
With a heavy concentration of the industry in the South, the average low wage 
scale then helps explain the low textile wage in the Nation. 

A quick look at the profit situation only confirms the above figures. For er 
ample, in the fourth quarter of 1956 net profit before Federal income taxes in 
textiles was $180 million, or roughly a little over 2 percent of all profits of 
manufacturing corporations. In the fourth quarter of 1957 the figure was $110 
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million, or less than 2 percent of total profits before Federal income taxes. In 
other words, profits were only about one-third in relation to total profits in 
manufacturing as compared to the relative number of employees in textile. 

Another indication of the weakness in the textile industry is the decline from 
8 percent of the total corporate sale in manufacturing in 1929 to 4% percent by 
1954, the latest year for which we have this statistical series. 

I need not tell this committee that over the years there has been a reason- 
ably steady decline in employment textiles. The recent figures for production 
in the textile industry are, however, more reassuring. For example, if 1947-49 
equals 100, production of textile mill products was 104 in 1956 and 99 in 1957. 
4 comparison of these figures and the reduction of employment suggests the 
continued gain of productivity in the industry. But this figure of 99 in 1957 
should be compared with a total figure of 145 in all manufacturing and 130 in 
nondurable manufacturing, both figures compared to 1947-49. In fact, no indus- 


ltry in manufacturing in 1957 had as low production compared to 1947-49 as 


textiles. Chemicals were way up to 172, 
tion equipment 215. 

A somewhat longer summary available from census material indicates what 
has happened to the industry. 


metal fabrication 176, and transporta- 


Trends in employment, United States and New England, all manufacturing, 
1850-1954 * 


(Percent) 





1850 1900 | 1950 | 1954 
= | _| — ew 
—_——— | 
Employment, manufacturing as percent of all__.- : 2 22 2414) 25 
Employ ment, textiles as percent of manufacturing 14 10 834] 6% 
Manufacturing employment, New England as percent of | 
United States : 39 18 A 9 
Textile employment, New England as percent of United States 65 45 |} 21% 219 
| Because of changes of classification over the years, these figures are only roughly comparable. They 


show the trends well, however. 

2 Total figures of employment in textiles were 912,000, according to the Department of Labor and 1,022,000 
aceording to the ‘‘Preliminary Report of the Census of Manufactures. 

Sources: U.S, Census, 1850, 1900, 1950, and 1954; Economic Report of the President, 1956; files of Division 
of Employment Security and the Bureau of Labor Statistics, Department of Labor, for 1950 and 1954. 


You will note from this table that generally over the last 100 years manu- 
facturing employment relative to all employment has become much more im- 
portant; in fact, it is about twice as important as it was in 1850 and roughly 
of equal importance as in 1950. But textile employment in relation to manu- 
facturing has declined by more than 100 percent. In other words, employment 
statistics suggest that the public does not spend as much of its resources on 
clothing and similar products as in the past. 

In these same years New England’s share of manufacturing employment de- 
clined from 82 to 9 percent, or a reduction of almost three-fourths. In the 
textile area the decline of employment in New England as against the United 
States was from 65 percent in 1850 to 45 percent in 1900, 21% percent in 1950, and 
1Y percent in 1954. Of course, the figure is substantially lower today. 

We have already noted that the textile industry declines relative to all manu- 
facturing industry, and especially declines in New England, vis-a-vis the national 
pieture. 

What has happened since 19547 We have figures that are not quite so ae- 
curate as the census figures but give the picture in the intervening period. These 
figures reveal, for example, that the textile industry is still losing ground. I 
include here the figures for April 1958 and April 1959, because they also show 
the substantial improvement in the situation in recent months. We are now in 
the upward swing of a textile cycle. 
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{1947-49 =100] 











a - : “7 } ee, 
1954 | April 1958 April 1959 
pe ee in oe = Pala | oe %, rs ee 
Production: 
All manufacturing -- asiinie és | 125 | 129 154 
Textiles__- . 95 94 | 117 
Prices: | | 
All manufacturing - ----- a ‘ ; 114.5 119.3 120.0 
Textiles and apparel _- | 95. 2 93. 7 4.4 
Wages: | 
All manufacturing -- 71, 86 80. 81 89, 87 
Textiles ; : | A2. 09 | 54. 90 | 63.43 
Employment (in thousands): 
All manufacturing -- — | 15, 989 | 15, 104 16, 029 
Textiles : ‘ — 976 837 866 
- : licecllelediatag kalo tated neeceihaaiigiaenaeene 





We could also present here, but they have been presented before, figures op 
profits, margins at the mills, and other factors that suggest that on the whole the 
textile industry has been losing ground. Note above the continued relatiye 
decline of prices and employment since 1954. They reflect large technical gains 
(production rose substantially from 1954 to 1959) and excess capacity. 


SEGMENTS OF THE INDUSTRY 


In general, what has happened in the textile industry has not been consistent 
among the different segments of the industry. In this connection, note the fol. 
lowing table: 


Percentage change, several variables, 1947-54, in various tertile groups 





} Woolens and | Subindustry | 
All textiles worsteds with largest 
gain 
¥ 
Employment --- —17.1 iit 143.8 
Man-hours | — 22. 1 —51.8 $440.7 
Payrolls . 15 2 —34.4 | 2436 8 
Value added t03| <St| Re 
Investment —38. 6 —62.0 | $4143 


1 Finis»ed textiles, except wool 
2 Miscellaneous 
3 Carpets and rugs. 


Source: Census. 


This table shows the situation from 1947 to 1954 as revealed by the US. 
Census. What is striking is the very large decline in woolens and worsteds. 
It must not also be forgotten that the textile industry has lost large amounts 
of employment to the chemical industry, because part of the processing of the 
raw material has been lost as the chemical industry has produced synthetics 
to take the place of cottons and woolens. Since New England has had a very 
heavy concentration of woolens and worsteds, the loss in woolens has been 
especially costly to the New England economy. This loss has been primarily 
the result of the decline in the use of woolens, this, in part, being related to 
the development of synthetics, but also, in part, to a shift of the production 
of woolens and worsteds from New England and the Middle Atlantic States 
to the South. But it is true that woolens and worsteds are still primarily 
produced in the Northeast. 

This decline in woolens has continued right up to the present. In 1954 (1947- 
49=100), total manufacturing was 127; by 1958 the total was 140, or a rise 
of about 10 percent. In the same period, woolens and worsteds dropped from 
66 to 62, or a decline of about 7 percent. 

Another interesting aspect of the textile industry is the difference in the 
history between textiles and apparels. In 1929, textiles were 3.5 percent of 
all employment and 12.1 percent of all manufacturing employment. By 195%, 
the relative figures were 2.0 and 6.5. In the same period, apparel employment 
was unchanged from 2.2 percent of total employment in 1929 to 2.2 in 1955. As 
a percentage of manufacturing employment, the figures were 7.4 and 7.4. 
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What is the explanation of this unexpected development? In my opinion, the 
explanation is in part the fact that the apparel industry reflects a small degree 
of technological gain. Therefore, with the great rises of productivity employ- 
ment stays up much better in apparel than in textiles. Another aspect of this 
problem is that in the apparel industry there are gains that reflect the growing 
wealth of the economy. In other words, the American consumer is prepared 
to pay a substantially higher price for the finished apparel, that is, the proc- 
essed textiles. What he demands is not more textiles but rather textiles in a 
somewhat more finished or a more processed form. He wants additional styling, 
improved packaging, etc., and therefore, the apparel industry gains from these 
shifts which reflect a richer economy. : , ; 

Of course, what happens to textiles affects the related industries. But it 
is of some interest that, if we take the two last census years, 1947 and 1954, 
we find that employment in all manufacturing industries rose by 12.9 percent 
and apparel by 10.6 percent; in textiles, a reduction of 17.1 percent and in 
textile machinery, a reduction of 31.5 percent. For reasons suggested, apparels 
have continued to do relatively well. The much larger decline in textile ma- 
chinery is what generally happens to a consumer durable industry, or at least 
a capital goods industry, which is dependent upon consumption. If consumption 
falls by X percent, production will fall even more in the related capital goods 
industry. In fact, on the basis of man-hours, the decline of both textiles and 
textile machinery is substantially greater than has been so far indicated. 


REGIONAL ASPECTS 


We are, of course, primarily interested in the overall picture. But I should 
point out what is already very well known, namely, that New England and the 
Middle Atlantic States have experienced great absolute and relative losses both 
in textiles and also in textile machinery. These facts are suggested, to some 
extent, by the tables below. 


Textiles and textile machinery employment 


{In thousands] 


| United States New England 











2 — 
| Textiles Textile | Textiles | Textile 
machinery | machinery 

ae ’ er eee 

is ; 1, 076 OR te 

1939 1, O82 22.6 | 261 | 13.7 

1947 1, 147 45.4 261 | 28.4 

dcoee 1, 060 20.0 ; 199 bids esate oi 

Source: “U.S. Census of Manufactures. 
Employees (tertile machinery ) 
1954 1947 
Solace ge : pamammitincions ian enn 
United States. eee tite hemes a eee ipsb i bhiaeekaneee 36, 758 | 53, 583 
I a ie Se iS oe 18, 435 | 33, 430 
Massachusetts os : enh 11, 433 20, 189 
Rhode Island... dusted J anh 2, 126 | 3, 660 
NN eo caus cantncseesnees : : 10, 813 | 14, 790 
NG oo iik nc i cke seh keceaueviensnad danse sie ; 5, 950 | 2, 990 


Source: ‘‘ Advance Report of 1954 Census of Manufactures, Textile Machinery Industry, July 1956.” 


In general, the industry has been moving from the North to the South. This 
is to be expected in no small part because wages tend to be lower in the South 
and the textile industry plays a much larger part in the southern economy. 
The South clearly has certain strong advantages in textiles. When waterpower 
was a very important matter, New England exploited waterpower, and this 
contributed greatly to the location of the textile industry in New England. But 
New England has lost, because it is further away from the markets, because it 
has not nurtured the textile industry to the same extent that the South has, 
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and because, on the whole, costs have tended to be higher in the North than in 
the South. The higher costs are partly a matter of wage rates, but also, to some 
extent, a lower productivity It is true, however, that in such matters as work- 
loads and the attitude of the community there has been substantial improvement 
in New England in recent years. 

Probably the greatest advantages of the South are relatively lower wage 
costs, in part explained by higher man-hour output and more modern plans, 
though this is not a universal situation. Advantages, not quite so important ag 
the above, are the closer proximity to rich markets, proximity to the raw ma- 
terials, somewhat lower taxes, and social security payments. Gradually New 
England has been losing the textile industry to the South, and in part these 
losses have been made up by the improvement in more advanced industries. This 
is a frequent development, that is, the newly industrialized areas attract those 
industries which have relatively low wage costs, and the older industrial areas 
tend to concentrate on industries that have higher productivity and are less 
dependent upon medium-skilled workers. 

But New England still has a substantial part of the high-quality output and 
is putting up a serious struggle to maintain its position. But it is also easy 
to understand why the South has made such large gains in this industry. Those 
who have survived in the New England industry, both capital and labor, have 
shown a great deal of ingenuity and ability to compete. They would not have 
survived under current cost relationships if they did not show a great deal of 
ingenuity. In our original report of 1952, we wrote as follows: 

“New England is an old industrial region: the South a newer one. New 
regions may have genuine advantages such as proximity to rich sources of eager 
workers and raw materials. In addition, they are likely to be more enterprising 
and more hospitable to new production and marketing methods. They are 
often more disposed to offer special incentives to attract new industries, whereas 
older regions find it more difficult to favor one industry at the expense of another, 
In part because of their youth, newer regions may depress wage and social 
security standards below the national level and thus further improve their 
competitive position and threaten the industries of the older regions. The older 
regions in turn must be alerted to the dangers and above all must become hos- 
pitable to new production and marketing methods.” 

Elsewhere I wrote: 

“The large losses in New England stem in part from real advantages of the 
South—access to raw materials and markets, plentiful supplies of labor eager 
and willing to work and cheap power (aggressive and cooperative), manage 
ment, community and government, and the advantage of a new industrial region 
being able to adapt its investment to current, instead of past, spending patterns.” 

There is no doubt that the South has real advantages. One of the major ones 
is that textiles are a more important industry in the South than in the North- 
east and the South can concentrate to a greater extept on his industry. To some 
extent, as I have argued at various points, the Northeast has suffered from cer- 
tain Federal policies. To this extent it might be argued that the gains of the 
South are not due to genuine natural or personal advantages. But primarily 
the superiority is based on genuine advantages. I shall return to these problems 
later. 

There is no doubt that the fact that New England was endowed with a 
textile industry for over 100 years has been a factor in the current. difficulties. 
In other words, 100 years ago New England had certain advantages which made 
it possible to develop a growing and flourishing industry. tut she has lost 
many of the advantages which made the growth of this industry possible; for 
example, her location now is an important disadvantage. She is further and 
further away from the rich markets of the country and from the raw materials 
that are required to produce the textiles. Again, the great advantage of water- 
power which made possible the early development of the industry has become 
of much less significance with the development of cheap waterpower in the 
South and also with the availability of other forms of cheap power. What is 
more, textiles at the present time are an industry that does not require any 
large investments in power. 

Another great advantage for New England was the availability of cheap, ef- 
fective and skillful labor. Sut in modern industrial development it becomes 
increasingly easy to train highly skilled workers. The time required is much 
less than it used to be. 

In the more advanced industrial areas there is a tendency for the more ad- 
vanced industries to squeeze out the older and less productive industries, for 
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example, automobiles, electrical machinery; industries of that type tend to be- 
come the industries of the older or more advanced economic regions. These 
industries, of course, pay high wages because they are highly productive, fre- 
quently using assembly methods of production. The textile industry, not being as 
productive, finds it difficult to compete with these industries for labor and espe- 
cially in periods of high employment. Therefore the textile industry tends to 
move into areas where there is more labor available and where wage rates tend 
to be lower. This in part explains the gains of the American textile industry vis- 
a-vis the British industry over the last 100 years, and in more recent years the 
relative gains of the South against the North. In the North the management 
of industry faces a dilemma. Under pressure of the trade union, they have to 
pay wages that approach those paid in the more productive industries or else 
they find it very difficult to attract adequate labor. If, on the other hand, they 
pay these high wages, then they find the competition of the newer industrial 
regions becomes a serious matter. In fact, the older industrial regions in the 
South, particularly North and South Carolina, are finding similar types of com- 
petition from the less developed regions in the South, They also are confronted 
with low-wage areas. 

In these circumstances the older regions tend to lose ground. If their high 
wages were offset by corresponding gains in productivity, there would be no 
problem. Actually, because of the influx of workers from the farms at relatively 
high wages in the South and the novelty of the industry, the tendency in the 
South is to get higher productivity out of workers than in the North. Thus, 
poth on grounds of wage rates and to some extent on grounds of productivity the 
South has certain advantages, 

What follows, therefore, is a tendency for the industry to migrate to the low- 
wage areas. Undoubtedly wage differentials have been a very serious factor in 
determining this tendency for workers to move. We have shown in our recent re- 
ports that these wage differentials have been substantially reduced. In some 
segments of the industry they have largely disappeared, although if you allow 
for differences in fringe benefits there may still be some small differential. 
In woolens and worsteds and in textile finishing, however, there is still substan- 
tial wage rate differentials. 

It has been held by some that the wage differential is explained partly by the 
different rates of unionization in the North and in the South. Economists, how- 
ever, differ on this issue, namely whether unionization brings about higher wages. 
In fact, it may be argued that the desire to avoid unionization in the South has 
tended to increase wages there. The millowners tend to increase wages to keep 
trade unions out. But the slower rate of unionization undoubtedly results in 
greater adaptability in the South than in the North on such issues as workloads. 
It is easier to obtain a higher workload in the South than in the North, though 
this is not nearly so true as it was 5 or 10 years ago. 


~ 


MINIMUM WAGES 


In general, there has been some difference of opinion between the North and 
South on minimum wages. The North has been anxious for higher minimum 
wages, in part to meet the competition in newly industrialized areas. But in 
the last few years the older industrial areas in the Southeast have been associ- 
ated with the North in supporting higher minimum wages. Recently, both labor 
and management in the Northeast have come out for a higher minimum wage. 
At least this is true of the textile segment of the industry in the Northeast. 
They have supported the current proposal of the Senate Welfare and Labor 
Committee of a $1.25 minimum. 

PRODUCTIVITY 


In discussing the issue of wages we also ought to say something about pro- 
ductivity. The competitive position of an industry depends not only upon its 
wage rate but also upon how much it produces per man-hour of work. Actually, 
the measures of productivity given by man-hour output are not the most exact. 
One reason, for example, for its deficiency is that one should take into account 
not only labor input but input of capital, ete., and if the proportion of capital 
rises, the man-hour output ought to be adjusted correspondingly. There are also 
other reasons for the deficiencies. 

On the whole, the record in textiles as an industry stands up well against 
earlier experiences in textiles and that in the economy generally. In the 28 
years from 1919 to 1947 the number of jobs in textiles declined by 1 percent, but 
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with fiber consumption up by more than 100 percent and the quality of the prod. 
uct improved, it may be assumed that man-hour output rose by at least 100 per. 
cent, or about 3 percent per year compounded. From 1947 to 1954 the trend is sug. 
gested by the following table. It will be noted that in different segments of 
the industry output per man-hour rose 37, 31, 47, and 18 percent. This should 
be compared with a rise in the American economy of 24 percent per worker and 
21 percent in manufacturing. 


Man-hour output in selected textile industries, 1947-54 























| Broad-woven fabrics Thrown Woolen and 
i filament worsted 
| yarn fabrics 
Synthetic Cotton 
| —_ — ——— 
Output (thousands linear yards): | 
a Nt 2, 038, 508 | 9, 816, 800 | ' 144, 111 515, 843 
SR ae eS... s 2,373,179 | 9, 773, 000 | 1 164, 412 2 280, 143 
Man-hours (millions): | | | 
, . | 195 | 687 27 245 
ne 3 166 | 523 | 21 112 
Output per man-hour (linear yards/man-hour): | 
NES 3 see eb owen ad: cod ee 10. 45 14. 29 5. 34 2.11 
I ee ace ga oh ta a 14, 30 18. 69 | 7. 83 2.50 
Output per man-hour, 1954 as a percent of 1947_- 136. 8 130.8 | 146. 6 118.5 








! Output in thousands of pounds; man-hour output in pounds/man-hour. 

? From Department of Commerce, Business Statistics, 1955, based on quarterly data; not strictly com- 
parable with 1947 entry. 

3 Estimated. 

Source: Save where otherwise indicated, 1947 Census of Manufactures, and advance reports, 1954 Census 
of Manufactures. 


Rise of productivity, 1947-54 
Percent 
1. Output per worker in American economy *__-------------------------- *24 
2. Output per worker in manufacturing *__._----------------------- contol 21 
3. Output per man-hour in textiles___._.._.__..__.__..--__----- * 37, 31, 47, and 18 


1Is obtained by dividing the rise of GNP by that in civilian employment. 

2 For 1930-50, the figure was 43 percent. 

*Is obtained by dividing the gains of industrial output by those in factory workers. 
*See table above. 


Sources: “‘Economic Report of the President,” January 1956, and Department of Labor, 
“Economic Forces in the U.S.A. in Facts and Figures,” 1956, p. 46. 


The least satisfactory gain was, of course, in woolens and worsteds. Un- 
doubtedly the reason for this is that it is an old segment of the industry which has 
largely remained in the Northeast. The largest woolen mills have been liqui- 
dated. They were organized for an entirely different kind of market than 
prevails today. The plants were altogether too large and therefore the disastrous 
liquidation in Lawrence and other towns in New England. What remains of the 
woolen industry in the North is still on a seale of production that is low. Many 
of the plants are small and have poor facilities for research and investigation 
as well as for management. 

The recent gains of productivity in the industry as a whole may be associated 
with various factors. Undoubtedly the growth of the industry in the South has 
something to do with this. With a rising output in the South the southern 
managers were able to adapt their plants to current technological and marketing 
conditions. This is more difficult in the older textile regions. 

Another factor is the increased tendency to adjust workloads without too much 
opposition from labor groups. Again, the important technological advances of 
the postwar period are of great importance. In many respects the textile industry 
has gone through a technological revolution in the last 15 years. Undoubtedly 
the merger movement has made an important contribution. I can state many 
objections to the merger movement and many of the mergers are not economic, 
but there is no doubt that in many instances mergers tended to increase 
productivity and therefore would be reflected in higher man-hour output. 

Finally, this increase in productivity, despite the fact that in recent years 
the average size of plants has tended to decline, is in part due to a changing 
composition of output. The substitution of large-scale output of new fibers 
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“l- for the processing of cotton and woolens in the early stages has probably also 
er contributed to higher output because the new fibers were produced in larger 
g- | quantities. But this is not necessarily measured by our statistics. 


= 
= 


| ~ productivity is also related to the market for a product. Where the market 
ld expands there is always a great possibility of reducing unit costs. In this 
nd | connection we should note, for example, that from 1947 to 1955 the rise of con- 
sumption in current dollars of clothing and accessories, except footwear, was 8 
percent, of housing 99 percent, of user-operator transportation 137 percent. This 
| suggests that the consumption trends were not favorable to increasing productiv- 
— ity in the textile industry. On the whole, the textile industry is still a highly 
competitive industry. Where there is intense competition, there is a tendency to 
keep costs down and to keep prices down. In fact, price movements in textile 
| have been very favorable for the consumer as compared to other products—this 
certainly holds for the whole postwar period. It is of some interest that of the 
ar top 500 industrial corporations, ranked by sales, textile firms accounted for 
jess than 4 percent of the number of corporations, 3 percent of the employment, 
1.7 percent of the sales, and 0.8 percent of net profits. Yet textile employment 
was 6.3 percent of allemployment. Whereas the 500 leading manufacturing firms 
245 accounted for more than 50 percent of factory employment, 19 textile firms in 
- the top 500 accounted for about 25 percent of textile employment. 


2. TARIFFS AND TRADE POLICY 


— } At the outset, I mentioned the problem of tariffs and our attitude toward 
tariff policy. We should point out that in the 10 postwar years, in dollars of 
m | stable purchasing power, the gross national product rose by 44 percent and 
imports in current dollars by 80 percent and in stable dollars by 60 percent. This 
is a development that contrasts greatly with what happened in 1930, when there 
were very substantial cuts in tariffs without substantial rises of trade. 
Our main grievance is that tariff policies, in general, have tended to accelerate 
the decline of textiles, especially in New England, in years when she was suffering 
ent | serious problems of adjustment. For example, under the Geneva Protocol in 
24 1948, the Government reduced the tariff on woolens and worsteds by about 45 
21 percent, and this was to be followed by a reduction in the output of the industry 
18 } inS years by 50 percent. Obviously, there is something to be said for allowing 
an industry to lose its jobs without any help from the Government. Even Adam 
| Smith suggested that it would be wrong policy to destroy an indusrty by tariff 
cuts. It took the authorities about 8 years before they finally made some amends 
for this error. 
or, In general, spokesmen for our export industries have favored a reduction in 
tariffs and more trade. But it must be remembered that in the last 40 years 
In- | these industries have had subsidies to the extent of about $130 billion paid by 
ag the American taxpayers and lenders who have provided the dollars to take exports 
ui- | off the markets. 
an _—— Exports should also share the problem of making dollars available to our friends 
us | abroad. What I am suggesting here is that, so far as we have problems of 
he | dollar aid and increase of help to our friends, this is a burden that should be 
ny put upon all the American people and should not be concentrated on the textile 
on | and similar weak industries. By lending, we put the burden on the capitalist; 
| by Government loans and grants, we put the burden on the taxpayer. As our 
ed | friends capture export markets abroad, some of the burden is put on our rich 
as and growing export industries. They are generally the most productive and the 
mn | Most prosperous industries. 
ng Perhaps this would be as good a place as any to say a word about S. 314: An 
act to assist the U.S. cotton textile industry in regaining its equitable share of the 
ch world market. “This bill would require the Secretary of Agriculture to sell not 
of _ Jess than 750,000 bales of surplus cotton to domestic textile mills annually for 
ry 5 years, beginning with the current fiscal year. The price of cotton under this 
ily program would be adequate to enable domestic mills to increase exports of cotton 
| product export to the level maintained during the period 1947 to 1952, inclusive. 
‘ic, The cotton could be used only for the manufacture of products for export. * * * 
ise “Since the Department report was submitted on this bill, conditions have 
changed so that the Department [Agriculture] now estimates that the cost per 
urs pound under the provisions of this bill would amount to 11% cents. Based on 
ng the sale of 750,000 bales, the annual cost to the Government would be $43,125,000.” 
ors The Department of Agriculture has protested this bill. They find it expensive, 
| and they find that the administration would be difficult, because only about 10 
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percent of textile exports are actually sold by textile mills. It would, therefsy, 

be difficult to follow through the sale of cotton exports at very low prices and | 
to be sure that the cotton was used for exports of textiles. Moreover, the Pro- 

gram would be much more expensive and costly to the Government than Costs 

under 8. 480, under which the Government sells cotton abroad at world marke} 

prices. Since exports were very high in 1947-52, the assumption of the Govern. 

ment is that it would require very large subsidies through the price reduction of | 
cotton to achieve the export sales of the years 1947-52. The State Department | 
is especially worried that the net result would be antidumping legislation againg 

American exports, with the result that there would be no great improvement jp | 

the sales by the exporters under 8. 314. 

The Department of Agriculture and the Department of State raise some gep. 
uine difficulties vis-a-vis the Smith bill. But it should be noted that the exports 
of raw cotton at low prices abroad give foreigners an advantage in competing 

markets. True enough, the Government now allows American exporters to ob- 
tain cotton under as favorable conditions as the foreigners, but no offset is Pro-| 
vided against the advantage given the foreigners in our own market. 

Moreover, the experience with the subsidized cotton available to andins| 
exporters suggests that the administrative problems are not very serious becange | 
this program has been carried through for quite a while now without any serioyg ' 
difficulties. We should also add that the Smith bill is one way of offsetting the 
various unfair factors for the textile industry that have been introduced as the | 
result of Federal Government policy, for example, the high price of cotton, 
changes in the spending pattern, the use of accelerated amortization of help to the 
competing synthetic fiber industry, etc. 


AGRICULTURAL POLICY 


Any observer of the American economy knows that the farmer has special 
problems in a free economy. He is not organized as is the businessman in control 
of large segments of total output. He is a slave of the free market forces. He 
therefore cannot be allowed to be destroyed by the operation of these forces, 
This in a general way explains American farm policy and the United States is not 
unique in undertaking, the protection of the farmer. It is a worldwide move} 
ment. 

Having said this, I cannot fail to add that nevertheless the far program has 
tended to make the problems of the industrial areas of the country more diff- 
cult. They have to pay higher prices for their raw materials and for their food, 
This tends, of course, to increase the cost of production. In cotton the price 
has been greatly increased as a result of control measures on the part of the 
Government; supplies have been reduced. Since cotton is a very large part of 
the total price of the finished textile, this has serious effects on demand for ct 
ton goods and also on employment. Various estimates made by the U.S. Gov-! 
ernment suggest that over the last generation we may have lost as much as 15} 
or 20 percent of employment in the textile industry as a result of the increased! 
price of raw cotton. 

The manmade fiber has gained in no small part as a result of the artificially 
high price of cotton. In 15 years the consumption of manmade fibers rose by 
more than 200 percent, its contribution rising from 8 to 20 percent of total fiber} 
consumption. In 10 years the share of cotton dropped from 78 to 69 percent and 
wool from 10 to 6% percent. An expert group has estimated capacity in 197 
for all manmade fibers in excess of production of all fibers in 1950. Why have | 
the manmade fibers made these large gains? One reason is, of course, the rela-| 
tive stability and downward trend of their prices. This stability greatly reduces 
the element of uncertainty in the industry and the cost of inventories. Rayon | 
has had a price advantage over cotton since 1943 and noncellulose fibers, e€, 
nylon, when the costs of fibers are estimated on a comparable basis, are approach 
ing the price of cotton and with large funds available for research, these fibers 
provide qualities wanted by consumers. 

Not only has the high price of cotton helped bring about this development 
of fibers, but, of course, the great research advances in this area are relevant. | 
Moreover, the tax amortization program which made possible the production 
of new plants at the expense of the taxpayer also contributed toward this 
development. With the high prices of cotton and particularly in the last year, 


there has been much sentiment both in the North and the South for a new | 
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cotton policy. The American Cotton Manufacturers’ Institute, for example, 
worried over the shortage of cotton and its high price, has recommended in- 
creased acreage so the growers can improve not only the quantity but also 
upon the quality of raw cotton. 

According to the “Agricultural Outlook for 1957,” the average yield per acre 
of cotton was 252 pounds in 1940. In 1956 the figure was 407 pounds, or a rise 
of 60 percent since 1940. In these 16 years the price of cotton rose from 9 
to 31 cents, or an increase of almost 250 percent. Even when one allows for 
the general inflation, the increase remains about 70 percent. In other words, 
here we have a tremendous rise of productivity, and yet the consumer is con- 
fronted with much higher prices. 

We are interested, therefore, in proposals that would result in fair prices 
to farmers and would not be excessively costly to consumers of these products. 
The present situation results in reduced consumption of cotton and much higher 
prices for the consumers of these products. Not only are sales reduced at home 
but they are also reduced abroad. In order to cope with the very large decline 
of farm sales, the Government has recently been dumping in large quantities 
abroad. Not only is this unfair to the American producer of textiles, but it 
also results in the unfriendly feelings of foreign competitors who also sell 
cotton abroad. 

In the Congress much progress has been made in the last year or two for a 
plan for one-price cotton. The theory behind this program is larger acreage, 
more production, sales at one price both at home and abroad and compensation 
of the cotton farmer for the difference between the market price and a fair 
support level. 

The administration has, however, refused to support a policy of this type, 
claiming that it would greatly increase the cost of the program. Yet, it is not 
absolutely clear that the program would be more costly to the taxpayer. It is 
difficult to see how the cost could rise above the present when, according to the 
Secretary of Agriculture, about $60 is being lost on each bale sold abroad, $450 
million in 1 year for 7.5 million bales. 

It is also of some interest that in the woolen program the Government does 
provide an incentive payment to the producer. The producer is paid the dif- 
ference between the market price and a fair support price, the finances being 
obtained through the duties on imports of wool. The result has been, there- 
fore, a favorable effect upon the consumption of woolens. At least the con- 
sumer has not had to pay the high prices for domestic supplies that otherwise 
would have been necessary. 


ASSISTANCE TO LABOR-SURPLUS AREAS 


In the last generation, northern textile towns have suffered especially from 
the loss in textiles, both nationally and through migration. One result has been 
labor-surplus areas, that is, labor surplus in the sense that there is not adequate 
demand to prevent hard cores of unemployment in some industries and regions 
that persist in good and bad times. For example, in March 1957, there were 16 
major areas classified as surplus-labor areas in the continental United States. 
Of the 16, at least 4 were primarily textile towns, namely, Fall River, Lawrence, 
and Lowell, Mass., and Providence, R.I. As the textile industry has suffered 
from unemployment, this trend toward labor-surplus areas has also begun to 
affect other sections of the country, inclusive of the South. The Government 
has tried to give some help to surplus-labor areas through favored treatment 
under the urban renewal program, through diversion of Government contracts, 
but on the whole these programs have not provided very much help. The area 
development program is another move in the same direction, though here there 
is considerable difference between the administration and the Democrats in the 
Congress on what should be an adequate program. The help through tax amorti- 
zation has been of some importance in some industries, but not in textiles. 

The area development program is still on the agenda. The tests of a good 
bill are moving jobs to the men, not men to the jobs; providing adequate re- 
sources ; requiring contributions for financing from State and local governments, 
though related to their capacity; insuring help during retraining periods and 
provision of retraining programs; making finance available for nonmanufactur- 
ing as well as for manufacturing. 


45356—59——4 
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WHAT SHOULD BE DONE? 


We need especially better research, wiser pricing policies, better manage 
ment—all factors that can bring about increasing productivity and also fa}ij 
prices, relatively speaking. We are impressed by the fact that the textile jp. 
dustry spends very little on research and that it depends excessively upon the 
fiber industry and also the apparel industry to do its research and marketing, 

We need the cooperation of labor. In my opinion, the attitude of labor toward 
the industry has greatly improved in the last 5 or 10 years. There is consider. 
ably less opposition to a revision of workloads that can be justified as not being 
detrimental to the health of the worker and that can be justified on the bagis 
of fair distribution of the resulting gains of productivity. The wage demands 
are realistic, given the state of the industry. Despite the general rise of wage 
rates nationally in recent years, the textile workers have tended, especially jp 
the North, to withhold large demands for higher wages. This is not an easy 
course for trade union leaders to accept. 

In agricultural policy. we should move in the direction of encouragement of | 
production and financing the farmer out of rising production rather than ont 
of restricted production and higher unit prices. We are making some progress 
here. \ 

In trade policy, we have made our position clear. We are not against liberal 
trade policies, especially those that are required in order to cope with the Com- 
munist threat. But we do think that the Government should discriminate be. 
tween weak and strong industries and should use all weapons for improving 
the economic position of our allies, not only the approach of reduced tariffs, 
The burden should be evenly distributed. The tariff policy should be considered 
one facet of Federal Government policy, and it should be related to other poli- 
cies which have done much injury to the textile industry. 

We would like to see a real area development program, which makes it pos- 
sible to bring industries into the depressed areas, to provide additional unem-. 
ployment compensation for the workers who lose their jobs, to provide for re 
training facilities, and even also to divert Government contracts, and exploit 
urban renewal, tax amortization, and similar programs in favor of the surplus. 
labor areas. 


SUMMARY 


The textile industry is experiencing serious declines both relatively and 
absolutely. These losses, whether expressed in output, employment, invest- 
ment prices, or profits, prevail especially in the North and in recent years in 
both North and South. Declines are more serious in woolens than in cottons 
and thore serious in cottons than in manmade fibers. | 

The explanation of the declines, relative and absolute, do not lie primarily mT 
bad management or in unwise wage policy. Management has been able, as is 
suggested by a more than doubling of productivity in the last 30 years, and 
labor has been restrained in its demands for higher wages and cooperative in | 
reducing costs. 

Then what is the trouble? High prices of raw materials, a changing struc- 
ture of spending by the public, increased competition of substitute products, | 
increased competition from foreign sources and the impact of Government poll- | 
cis—these are the main sources of the difficulties. | 


THE PASTORE REPORT | 


In 1958, Senator Pastore’s Subcommittee on the Textile Industry held er- 
tensive hearings, both in the North and in the South, on the troubles of the 
textile industry. This report brought out clearly the weaknesses of the indus 
try and what can be done by the Government and by others as well. Senator | 
Pastore emphasizes especially the need of an interdepartmental committee at 
a high level that could integrate the various programs that affect the textile 
industry and at the very least to consider what the effects are of each govern- 
mental policy on this industry. This committee has now been set up at a high 
level and should contribute toward more reasoned and mature thinking for the 
industry by the Government. 

Among the other recommendations made by the committee was that the 
support of the industry should be considered in terms of the need of this 
industry for defense. The committee also urged that tax losses should not 
be carried over as a means of encouraging mergers that are not justified on 
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economic grounds. The need of more research expenditures with some Gov- 
ernment help for the textile industry was also noted, as well as the help that 
could be had through accelerated depreciation. 


(The statement of Hon. Clifford G. McIntire follows:) 


STATEMENT OF Hon. CLirrorp G. McINTIRE, A REPRESENTATIVE IN Conaress F'RoM 
THE STATE OF MAINE 


Mr. Chairman and members of the committee, the substantial array of 
statistics that has been submitted to the record of these hearings show con- 
clusively that the American textile industry, in comparison with other indus- 
tries in our industrial complex, has been losing ground in recent years. 

However, the statistics for 1959 bring a little light into this otherwise gloomy 
picture, for they show a marked improvement over those of 1958. Here is 
pure evidence that in spite of the numerous difficulties confronting the textile 
industry, this industry is making a gallant effort to regain its economic balance. 

This necessarily raises the question as to what can be done to help this 
long-time ailing patient in its fight for survival, and in order to determine this 
we must first find out what has been wrong. 

It is a series of complex factors that have contributed to the troubles of 
the American textile industry, with some of these having resulted from natural 
causes. 

The development of synthetic fibers is, for instance, one of the natural aspects 
that has created considerable competition for the textile industry in general. 
This is, however, a feature related to the dynamics of technological develop- 
ment, being, in effect, one of the consequences of progress in a modern world. 
This problem will, in the nature of things, stand to challenge the textile in- 
dustry for as long as it continues to exist. 

It must be remembered, however, that the development of synthetic fibers 
van be encouraged by high-priced textiles, and any factors—including certain 
activities of Government—that serve to raise the price of textile products will 
act to invite the introduction of substitutes into the marke place. 

I is evident that some problems have come about owing to certain programs 

sponsored by the U.S, Government, undesirable byproducts, so to speak, for 
our domestic textile industry resulting from well-intentioned Government 
yolicies. 
; In line with this it should be remembered that after World War II, our Gov- 
ernment embarked upon a comprehensive program of foreign assistance, one 
designed to restore the badly shaken economies of both our allies and our 
enemies in that conflict. For years following the end of the war technical 
equipment and advice flowed from America to countries abroad in a steady 
stream, and it was not long before the results of this effort became 
apparent. It was not long before a vast assortment of foreign-made- products 
began to appear in the world market, offering sure evidence that the economies 
of the countries concerned had once again become revitalized. 

These goods stood in competition with commodities manufactured in the 
United States, and it was not long before our American textile industry began 
to feel the pinch of this new competition. In fact, it has been feeling this pinch 
ever since, and it has constantly struggled to compete with quality fabrics 
wrought by methods that had the mark of American know-how. 

The truth of the matter is that the American textile industry has been hard 
pressed not only in competing with foreign-made textile materials in the world 
marketplace but also here in the markets of the United States This is so 
because our country has followed a liberal trade policy that permits great 
volumes of finished textile materials to come into this country from abroad at 
prices well below those with which home industry can effectively compete. 

One of our industry’s problems flows from the price-support program con- 
ducted by our Government for cotton, for in order to stabilize the price of 
cotton in the United States at, at least, the support level, all domestic buyers 
are, by law, required to pay 105 percent of the support price for cotton which 
they buy from Commodity Credit Corporation inventories. On the other hand, 
the foreign purchasers are not so circumscribed, being permitted to buy cotton 
from these stocks at world market prices which are about 8 cents per pound 
below the price-supported premium paid by the home buyer. 

In being able to purchase U.S. cotton at prices below that paid by the domes- 
tic buyer, the foreign purchaser has still another advantage over the American 
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textile manufacturer, that of low wage rates. These rates in some foreign 
countries run as low as 6 and 10 cents per hour. Such wage rates have happily 
departed the American scene with the passage of the sweatshop days, but ip 
still being very much a part of the foreign picture they pose as a complex prob. 


lem for our home textile industry. : 

As we come, then, to the question of what can be done to permit the American 
textile industry to compete with foreign producers on a more equitable basis, 
we are led to feel that because our Government policies have played more than 
an incidental part in creating many industry problems, our Government should 
exercise an effort to ease these industry pressures. 

My legislation—H.R. 4033—permits the U.S. Government to move in this 
direction, for, in effect, it authorizes and directs the Secretary of Agriculture to 
make available to textile mills in the United States during the fiscal year end. 
ing June 30, 1960, and each of the 4 succeeding fiscal years not less than 
750,000 bales of surplus cotton owned by the Commodity Credit Corporation 
at such prices as the Secretary determines will allow the U.S. cotton textile 
industry to regain the level of exports of cotton products maintained by it 
during the period 1947 and through 1952. 

My legislation will not serve to remove all the disadvantages which our 
domestic textile industry faces in meeting foreign competition, for the industry 
would still be left to cope with textiles manufactured by foreign concerns in 
low-wage labor shops. It will, however, act to remove certain handicaps which 
have, by accident, flowed from certain U.S. sponsored programs. 

The economy of America is made up of diverse industrial parts, and the tex. 
tile industry is one of these. To the extent that it is strong, in that degree 
will it lend strength to the economy as a whole. 

Although the U.S. textile industry has, as its history reveals, suffered some 
severe setbacks, right now it is struggling in an encouraging way to make a 
dynamic comeback. 

Now, then, is truly the time for the Congress to step forward and extend 
a helping hand to an industry that is valiantly trying to help itself. 

Mr. Chairman, I deeply appreciate having the opportunity of submitting this 
statement to the record of these hearings. 

Mr. MCINTIRE. May voint ou 1a 1ere are other Members o 

Mr. McI May I point out that tl ther Meml f 
Congress interested in presenting testimony to the committee and, 
also, there are with us this morning some men desiring to testify—two 
gentlemen who are experienced in the textile industry and represent 
one of the large textile manufacturing companies. 

Mr. Chairman, I will be happy to yield my time so that you may 
proceed at your pleasure as to the other witnesses. 

Mr. Garurnes. Mr. McIntire, you may proceed as you like, but if 
you want to first call the ventlemen who are here from the State of 
Maine I assume that we should have the Members of Congress testify 
a little later. 

Mr. Teacve of California. May IT make a request? I would ap- 
preciate it if Mr. McIntire would explain in a few words the purpose of 
the proposed legislation. It would be helpful to me before we hear the 
other witnesses. 

Mr. Gatutnes. Would you do that ? 

Mr. McIntire. Mr. Chairman, and Mr. Teague, one of the serious 
aspects of the problem of the domestic textile industry is its inability 
to compete with the manufacture of textile cloth abroad. We have 
lost a very substantial part of our export market. At least one of the 
factors is that we are shipping domestic cotton abroad at a price less 
than what we can purchase it here in the United States. 

This bill is directed toward the very fact that we are subsidizing the 
shipment of cotton abroad, and it attempts, at least, to provide cotton 
to the domestic mills in the quantity of 750,000 bales at prices which 
are competitive with those in the world cotton market, and to provide 
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our domestic mills with the opportunity to ship at least that much 
of the cotton equivalent in manufactured cloth into the world mar- 
kets at competitive prices. 

Mr. Tracur of California. I understood that was it, but I want 
to be sure of it. 

Mr. Prrnie. Will you yield? 

Mr. Teacue of California. Yes. 

Mr. Pirnte. How would you tend to allocate that quantity that was 
going to be made available? , 

Mr. McIntire. Basically, the allocation I am sure would have to be 
determined by the export pattern of the mill involved to which the 
cotton would be directed. 

Mr. Pirnte. Based on previous history ? 

Mr. McIntire. Yes; sales into the export market, whether through 
brokers or direct sale. 

Mr. Pirniz. A percentage of allocation ? 

Mr. McIntire. The determination would have to be made. 

Mr. Pirnie. For a fair distribution among the industry as a whole? 

Mr. McIntire. Yes. 

Mr. Poacr. Would that be a subsidy in addition to the 8-cent sub- 
sidy? ‘The 8-cent subsidy is presently paid on the export cotton. 

Mr. McIntire. On the cotton itself. 

Mr. Poacr. On the export cotton only. 

Mr. McIntire. Yes. 

Mr. Poace. Would this be more or less than 8 cents or would it be 
8 cents / 

Mr. McIntire. It is my understanding that it would be the equiv- 
alent of the 8 cents; yes. 

Mr. Poacr. In other words, you would pay to the American mills 
just the same kind of a subsidy you pay to the foreign mills today; 
is that right ? 

Mr. McIntire. On this quantity put into the manufacture of cloth 
shipped in export; yes. 

Mr. Poace. The 750,000 bales will provide all of the cotton that is 
normally exported as cloth; would it not ? 

Mr. McIntire. I think not, Mr. Poage. I think that is the equiv- 
alent of about—I will have to get some of these technical people to 
answer—I think that is about the equivalent of a million yards. Am 
Iright on that? Iam told that it is a billion yards. And this is not 
the total export market ; no. 

Mr. Poacr. What is our total export? I understood you to say 
that it runs 750,000 bales. 

Mr. McIntire. I am not certain, but we have that figure for you. 

Mr. Poacr. All I am trying to get at is, is this just an effort to do 
for the domestic mills what we are already doing for the foreign 
mills? 

Mr. McIntire. That is my interpretation of it. That is my ob- 
jective; that is right. 

Mr. Poaaer. I find no objection to that. As you know, I have fa- 
vored a subsidy for all cotton producers. I am sorry that you could 
not go along with it and support it. It would} of course, put the 
domestic and the foreign mills on the same price level, as far as the 
cost of cotton is concerned. 








26 COTTON TEXTILE SUBSIDY 





Mr. McIntire. It depends on certain factors. 
Mr. Poace. I think it should go to everybody, not simply the mills— | Ji 
I think it should start with the “produc er and that would let the mills | pl 


buy at world prices. m 
Mr. McIntire. This certainly would go to everybody in the manu. 
facturing business. de 


Mr. Poace. No; only to those manufacturers who are also in the | pr 
export business, and nothing would go to the producer 

Mr. McInrire. That is right. 

Mr. Poacr. While I think the mill is entitled to the same treat- 
ment as the producer, I do not think they are entitled to any special | 22 
consideration. 

Mr. McIntire. Yes; that is right. ar 

Mr. Garurnes. Mr. Abernethy. 

Mr. Apernetuy. Mr. McIntire, do I understand that this bil] | Se 
would require that the merchandise made from the cotton in question, 


wi 
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the 750,000 bales, would be earmarked for export only ? ha 
Mr. McIntire. That is my understanding. 
Mr. Apernetuy. That is the intention of the bill? th 
Mr. McIntire. That is the intention of the bill. | fr 


Mr. Aperneruy. Or of the authors of the bill? 

Mr. McIntire. Yes. 

Mr. Asernetruy. Of course, we are confronted with tremendous {; 
imports of cotton goods into the United States. I do not think that | ar 
your people have been able to get relief through the Tariff Com-| ya 
mission or any other agency of Government as to these imports. Now! 0V 
the only protection that they do have is some form of a gentlemen's fo 
agreement with the principal exporter to the United States, which De 
happens to be Japan. An effort is now being made under section 22, 
as it is usually referred to, through the Secretary of Agriculture to 
get some relief. You are familiar with that ? to 

Mr. McIntire. Yes, sir. 

Mr. ABERNETHY. Suppose these 750,000 bales of manufactured 
merchandise move into the export market, will that not put these} as 
people—Japan and others who are exporting to the United States in 
unlimited quantities—in the position of saying, “You have taken the 
750,000 bales of market away from us in Timbuktu’”—or some other 
areas of the world—“and the only thing we can do is to export more | ™l 
to the United States.” What protection are we going to have from | 
that ? |} Up 

That is what disturbs me about the bill. I am sure they will start 
dumping more; maybe I should not say dumping; I am not too familiar the 


4 
a. 


with the technical terms; that is, with the State Department lan- 
guage. Would they not just double or triple or quadruple—whatever 
it takes—exports to the United States to make up for the markets 
that they lose elsewhere, if they do lose them? I am just simply I 
trying to point out that this w ill, probably, put us in a circle of mov- at 
ing goods out of the country and moving more goods in from foreign | > 
countries. Th 

Mr. McIntire. Mr. Abernethy, I share your observation. I also ] 
share the point that you make that these situations we are dealing 
with are certainly not simple. We have an awful lot of relationships! — 1 


as bet ween this country and other countries involved. 
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It is true that Japan accepted certain voluntary agreements on a 
limitation of their capability to export into this country in lieu of the 
problem that might otherwise have been met or may not have been 
met by the imposition of some quotas. 5 

It is true, also, that initiation has been made of some relief to the 
domestic industry under section 22. I think that all of these ap- 

roaches are interrelated. 

Mr. Asernetiy. What is the attitude, if I may ask, in a general 
way of the people in your section—your congressional somes and 
so forth—regarding the attempt to secure some relief under section 
99% 
~ Mr. McIntire. May I say, so far as I know, Mr. Abernethy, they 
are thoroughly in accord with the approach. 

Mr. Aspernetuy. Have they communicated that position to the 
Secretary of Agriculture, or do you know ? 

Mr. McInvire. I can say for myself I have. And I expect others 
have. We have approached them. 

Mr. Ottver. Being a member from the First District, may I say 
that I have already written to Secretary Benson and have received 
from him the usual noncommittal reply. 

Mr. Poace. Will you yield? 

Mr. ABERNATHY. Yes. 

Mr. Poace. We actually have a subsidy on this very cotton that we 
are talking about. I mean, on these cotton goods. Does not every 
yard of cotton goods that leaves the United States carry a subsidy 
over and above any cotton subsidy? I am talking simply of a subsidy 
for every yard of goods that is shipped out of the United States. 
Does it not carry a subsidy—an equalization payment ? 

Mr. AberNeTHY. A raw cotton subsidy ? 

Mr. Poacr. No; a subsidy on the cloth to equalize the cost of cotton 
tothe American mill with the cost to the foreign mill. 

Mr. Asernetuy. That is, comparable to it ? 

Mr. Poacre. Yes, to make that yard of goods competitive, as far 
as the cotton subsidy is concerned. 

Mr. Anernetiy. I am assuming that it does not or else this bill 
would not be here. 

Mr. Poace. My recollection is that it has been running about $20 
million a year that we have been paying out of CCC funds. 

Mr. McInvire. The report of the Department, Mr. Poage, touches 
upon that point and gives the figures relative to the CCC export 
equalization payment. And through July 24 of 1959. And if I get 
the figures correct ]y—— 

Mr. Corrin. May I respond ? 

Mr. Poacr. I wish he might finish the sentence, first. 

Mr. McIntire. The paragraph begins this way: 

From January 1956 through July 1959 the Department has sold for export 
a total of 16,952,467 bales of CCC’s stocks of upland cotton on a competitive bid 
basis. 

This is raw cotton. 

Mr. Poage. That is the cotton that carries the 8 cents now ? 

Mr. McIntire. That is now 8 cents; it was 614 cents before. 

Mr. Poace. Yes. 7 
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Mr. McIntire (reading) : 
Through July 24, 1959— 
and I am assuming this is the same period— 


225,963 sales have been registered with the CCC and equalization payments of 
$42,383,396.91 had been made by CCC to exporters on the cotton products 
exported. 

Those are the figures you were referring to. 

Mr. Poace. The point I am trying to get to is I think there is some 
misunderstanding going around among “all of us here. Certain] i. 
think I have been misunderstading the purpose of this bill. I think 
we are all misunderstanding it. 

If I get it straight there is presently a subsidy of exactly the kind 
and amount that you described as being wanted. You said you 
wanted 8 cents. You wanted to make it equal. 

Mr. McIntire. Yes. 

Mr. Poacr. I think that we were all in agreement when you said 
that what you actually wanted was an 8-c ent subsidy to put the do- 
mestic mills in the same position as the foreign mills. You already 
have that. You have already a subsidy that is s equal to that 8 cents— 
or 614 cents, as it was until recently, but is 8 cents at the present time, 
If it takes a change in the law to raise this from 614 cents to 8 cents, 
we are all for that. 

Mr. McIntire. If I gave you the impression that it was to be a 
direct 8-cent subsidy I gave you the wrong impression in that these 
750,000 bales of cotton are to be made available at the competitive 
world cotton market which is the 8-cent subsidy on the cotton, but 
[ want it clear that it was not an 8-cent subsidy on the cloth as such. 
But it is cotton made available to the mills. 

Mr. Poacr. I understand that. Now you are getting a subsidy. 
At the present time you are getting a subsidy on cloth, not on cotton 
that is made available, but you have to pay the domestic price of 
cotton as it comes from the mill. 

Mr: McIntire. That is right. 

Mr. Poacer. Then you ship your cloth out of the United States, you 
get a subsidy payment on that or an equalization fee—nobody Tikes 
to call it “subsidy,” but we farmers would like to call it an equaliza- 
tion fee, too, but it is a subsidy—you get an “equalization fee,” a 

“subsidy,” ” which is equivalent to a reduction of 8 cents a pound in 
the cost of your raw material. 

Mr. McIntire. The bill says that such price as the Secretary deter- 
mines to allow the U.S. cotton textile industry to regain the level of 
exports. 

Mr. Poacr. That is exactly the point I am trying to get clear here. 
Are you simply trying to make up for this 8-cent “subsidy on cotton 
sold to foreign mills or does this bill mean that you are trying to make 
up for the wage differential that exists between the American and 
Japanese mills? 

Mr. McIntire. It would mean a competitive position. 

Mr. Poacr. Then you are trying to make up for more than the 8 
cents. Iamtrying toclear up what we are trying to do. 

Mr. McIntire. Let me read here, Mr. Poage. 

Mr. Poacr. When we first discussed this matter, you thought and 
I thought that you were trying to get only the 8 cents. 
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Mr. McIntire (reading) : 


At such prices as the Secretary determines will allow the U.S. cotton textile 
industry to regain the level of exports of cotton products maintained by it 


m<* 


during the period 1947 through 1952. 


Mr. Poaar. That means a great deal more than you and I first 
understood. 

Mr. McINvire. That means more—a great deal more 

Mr. Poacr. How much does it mean ? 

Mr. McIntme. I mean, the competitive relationship. 

Mr. Poacr. That may mean as much as 25 or 30 cents, may it not? 

Mr. Garutnes. The Senate committee report, on page 1, has this 
language, and I quote the report as submitted on this bill: 





than 8 cents. 


Conditions have changed so that the Department now estimates that the cost 
per pound under the provisions of this bill would amount to 11% cents. Based 


on the sale of 750,000 bales, the annual cost to the Government would be 
$43,125,000. 


And at this point, without objection, | would like to make a part 
of the record H.R. 4033, and have it printed in the record, and, also, 
without objection the report of the Department of Agriculture signed 
by Secretary Benson. They will be printed just following the print- 
ing of the bill. 

(H.R. 4033 and S. 314, the Department report, and Senate Report 


No. 520 follow :) 
[H.R. 4033, 86th Cong., 1st sess. ] 


A BILL To assist the United States cotton textile industry in regaining its equitable share 
of the world market 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the purpose of this Act to assist 
the United States cotton textile industry to reestablish and maintain its fair 
historical share of the world market in cotton textiles so as to (1) insure the 
continued existence of such industry, (2) prevent unemployment in such in- 
dustry, and (3) allow employees in such industry to participate in the high 
national level of earnings. 

Sec. 2. (a) In order to carry out the purpose of this Act the Secretary of 
Agriculture is authorized and directed to make available to textile mills in the 
United States during the fiscal year ending June 30, 1960, and each of, the four 
succeeding fiscal years not less than seven hundred and fifty thousand bales of 
surplus cotton owned by the Community Credit Corporation at such prices as 
the Secretary determines will allow the United States cotton textile industry 
to regain the level of exports of cotton products maintained by it during the 
period 1947 and through 1952. Cotton shall be made available to a textile mill 
under this Act only upon agreement by such mill that such cotton will be used 
only for the manufacture of cotton products for exports. 

(b) The Secretary shall announce, not later than September 1 of each year for 
which surplus cotton is made available under this Act, the price at which such 
cotton is to be made available and thereafter for a period of thirty days shall 
accept applications from textile mills for the purchase of such surplus cotton. 
In the event the quantity of cotton for which application is made exceeds the 
quantity of such cotton made available for distribution under this Act, the 
cotton made available for distribution shall be distributed pro rata among the 
mills making application therefor on the basis of the quantities of cotton proc- 
esse by such mills during the three calendar years preceding the year for which 
such distribution is made. 

Sec. 3. The Secretary shall promulgate such rules and regulations as may be 
hecessary to carry out the provisions of this Act. 

Sec. 4. Any person who knowingly sells or offers for sale in the United States 
any product processed or manufactured in whole or substantial part from any 
cotton made available under this Act shall be punished by a fine of not more 
than $5,000, or by imprisonment for not more than five years, or by both such 
fine and imprisonment. 
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[S. 314. 86th Cong., Ist sess.] 


AN ACT To assist the United States cotton textile industry in regaining its equitable share 
of the world market 


Be it enacted by the Senate and House of Representatives of the Unitea 
States of America in Congress assembled, That it is the purpose of this Act 
to assist the United States cotton textile industry to reestablish and maintain itg 
fair historical share of the world market in cotton textiles so as to (1) insure the 
continued existence of such industry, (2) prevent unemployment in such indus- 
try, and (3) allow employees in such industry to participate in the high national 
level of earnings. 

Sec. 2. (a) In order to carry out the purpose of this Act the Secretary of 
Agricuiture is authorized and directed to make available to textile mills in the 
United States during the fiscal year ending June 30, 1960, and each of the four 
succeeding fiscal years not less than seven hundred and fifty thousand bales of 
surplus cotton owned by the Commodity Credit Corporation at such prices ag 
the Secretary determines will allow the United States cotton textile industry 
to regain the level of exports of cotton products maintained by it during the 
period 1947 through 1952. Cotton shall be made available to a textile mill under 
this Act only upon agreement by such mill that such cotton will be used only 
for the manufacture of cotton products for export. 

(b) The Secretary shall announce, not later than September 1 of each year 
for which surplus cotton is made available under this Act, the price at which 
such cotton is to be made available and thereafter for a period of thirty days 
shall accept applications from textile mills for the purchase of such surplus 
cotton. In the event the quantity of cotton for which application is made ex- 
ceeds the quantity of such cotton made available for distribution under this Act, 
the cotton made available for distribution shall be distributed pro rata among 
the mills making application therefor on the basis of the quantities of cotton 
processed by such mills during the three calendar years preceding the year for 
which such distribution is made. 

Sec. 3. The Secretary shall promulgate such rules and regulations as may be 
necessary to carry out the provisions of this Act. 

Sec. 4. Any person who knowingly sells or offers for sale in the United States 
any product processed or manufactured in whole or substantial part from any 
eotton made available under this Act shall be punished by a fine of not more 
than $5,000, or by imprisonment for not more than five years, or by both such 
fine and imprisonment. 

Passed the Senate July 16, 1959. 

Attest : 

FELTON M. JOHNSTON, Secretary. 


U.S. DEPARTMENT OF AGRICULTURE, 
COMMODITY STABILIZATION SERVICE, 
Washington, D.C., August 4, 1959. 
Hon. HAROLD D. CooLey, 
Chairman, Committee on Agriculture, 
House of Representatives. 


DEAR CONGRESSMAN CooL_rey: This is in reply to your recent request for a report 
on H.R. 4033, a bill to assist the U.S. cotton textile industry in regaining its 
equitable share of the world market. 

The Department is opposed to passage of the bill. 

This bill authorizes and directs the Secretary of Agriculture to make available 
to textile mills during the fiscal year ending June 30, 1960, and each of the 4 
succeeding fiscal years not less than 750,000 bales of CCC cotton at such prices as 
the Secretary determines will allow the U.S. cotton textile industry to regain the 
level of exports of cotton products maintained during the period 1947-52. A mill 
would be required to agree that such cotton would be used only for the manufac- 
ture of cotton products for export. 

Previous bills with substantially identical provisions were instroduced by Sena- 
tor Smith during the 84th and 85th Congresses. The bill introduced during the 
84th Congress was 8. 4156- The bill introduced in the 85th Congress was 8S. 314. 
Assistant Secretary McLain represented the Department at hearings before the 
Senate Agriculture Committee on July 15, 1956, and June 24, 1957, and opposed 
these bills. 
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From January 1956 through July 1959, the Department has sold for export a 
total of 16,952,467 bales of CCC’s stocks of upland cotton on a competitive bid 
pasis. The Department also initiated during 1956 the cotton products export 
program, which extends the benefits of the export sales programs for raw cotton 
to cover exports of cotton textiles, yarns, and spinnable waste manufactured in 
this country from American upland cotton. Under this program equalization 

yments are made to exporters of cotton textiles and spinnable cotton waste at 
rates which reflect the difference between the domestic market price and the CCC 
export price for cotton. Through July 24, 1959, 225,963 sales had been registered 
with CCC and equalization payments of $42,583,396.91 had been made by CCC to 
exporters on the cotton products exported. : 

Only about 10 percent of the cotton textiles exported are exported by integrated 
mills, that is, mills which have sales organizations and make export sales of 
cotton products. The other 90 percent of exports are made by persons or firms 
other than textile mills. Most cotton products pass through many hands before 
they are exported. Many items are manufactured from several types of cotton 
and from material from more than one mill. In fact, in most.instances, the 
mill that processes the raw cotton does not know the final end use or destina- 
tion of the finished products. Therefore, it would be almost impossible for 
cotton which has been sold for processing into textiles for export to be followed 
through the channels of trade until finally exported. 

The Department believes that the textile industry should be protected with 
respect to exports of cotton products against the adverse effects resulting from 
the sale of U.S. cotton at reduced prices under the export program. However, 
the cotton products export program already in operation is designed to and we 
believe affords this protection. The Department does not feel that direct Goy- 
ernment subsidization of the domestic textile industry for the express purpose 
of increasing exports to the level prevailing in the period 1947-52 can be justi- 
fied. Textile exports from the United States during the 6-year period 1947-52 
were the highest in history. Exports during the early part of the period reflected 
pent-up world demand following World War II, and the latter part of the period 
reflected demand resulting from the powerful upsurge in economic activity imme- 
diately after the Korean outbreak. Government subsidization of the domestic 
textile industry in an attempt to restore and perpetuate these abnormal condi- 
tions would clearly be uneconomic and difficult to justify. Moreover, such action 
would cause serious disruption of our international relations and would iney- 
itably be followed by retaliatory measures in other countries. 

We are of the opinion that the Department’s cotton products export program, 
which is an adjunct of the export program for raw cotton, is a sounder and 
more workable program than the program called for by the provisions of H.R. 
4033 and, in view of the difficulties inherent in the administration of this bill, 
we do not believe such legislation is desirable or necessary. 7 

It is impossible to make a reasonable estimate of the costs which might be 
incurred by the Department in carrying out the provisions of the bill. Exports 
of cotton products during the period 1947-52 were at extremely high levels, which 
would make it very difficult to determine the price level at which cotton would 
have to be made available to mills in order to attain exports at the levels of 
the period specified. Assuming, however, a reduction of 10 cents a pound and 
the sale of 750,000 bales, the annual cost to the Government would be $37,500,000. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours 
F. T. BENSON. 


[S. Rept. 520, 86th Cong., 1st sess.] 
SALE or SurpPLus Corton To Domestic MILLS 


The Committee on Agriculture and Forestry, to whom was referred the bill 
(S. 314) to assist the U.S. cotton textile industry in regaining its equitable share 
of the world market, having considered the same, report thereon with a recom- 
mendation that it do pass without amendment. 

This bill would require the Secretary of Agriculture to sell not less than 
750,000 bales of surplus cotton to domestic textile mills annually for 5 years, 
beginning with the current fiscal year. Prices would be such as to enable domestic 
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mills to return to the cotton product export level maintained during the periog 
1947 to 1952, inclusive. The cotton could be used only for the manufacture of 
products for export. 

In the event the demand by domestic mills exceeded the quantity to be sol 
in any year, the quantity to be sold would be prorated among applicant mills on 
the basis of quantities processed during the preceding 3 years. 

Sale in the United States of products of cotton sold under the bill would be 
punishable by fine of up to $5,000 and imprisonment up to 5 years. 

The purpose of the bill is to restore their fair share of the world market to 
domestic mills so that the closing of mills which cannot compete with the foreign 
product of low-cost labor, and the consequent unemployment of domestic textile 
workers, can be averted. 

An identical bill (except as to effective date) was passed by the Senate on 
August 26, 1957. 

Reports from the Department of Agriculture and the Department of State 
follow. 

Since the Department report was submitted on this bill, conditions have 
changed so that the Department now estimates that the cost per pound under 
the provisions of this bill would amount to 11% cents. Based on the sale of 
of 750,000 bales, the annual cost to the Government would be $48,125,000. 


ee 


DEPARTMENT OF AGRICULTURE, 
Washington, D.C., March 7, 1959, 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
U.S. Senate. 

DeEAR SENATOR ELLENDER: This is in reply to your request of January 16, 1959, 
for a report on 8S. 314, a bill to assist the U.S. cotton textile industry in re 
gaining its equitable share of the world market. 

The Department is opposed to passage of the bill. 

This bill authorizes and directs the Secretary of Agriculture to make ayail- 
able to textile mills during the fiscal year ending June 30, 1960, and each of 
the 4 succeeding fiscal years not less than 750,000 bales of CCC cotton at 
such prices as the Secretary determines will allow the U.S. cotton textile 
industry to regain the level of exports of cotton products maintained during 
the period 1947-52. <A mill would be required to agree that such cotton would 
be used only for the manufacture of cotton products for export. 

Previous bills with substantially identical provisions were introduced by 
Senator Smith during the 84th and S5th Congresses. The bill introduced dur- 
ing the 84th Congress was 8S. 4156. The bill introduced in the 85th Congress 
was 8. 314. Assistant Secretary McLain represented the Department at hear- 
ings before the Senate Agriculture Committee on July 16, 1956, and June 24, 
1957, and opposed these bills. 

From January 1956 to January 19, 1959, the Department has sold for export 
a total of 16,479,419 bales of CCC stocks of upland cotton on a competitive bid 
basis. The Department also initiated during 1956 the cotton products export 
program, which extends the benefits of the export sales programs for raw 
cotton to cover exports of cotton textiles, yarns, and spinnable waste mant- 
factured in this country from American upland cotton. Under this program, 
equalization payments are made to exporters of cotton textiles and spinnable 
cotton waste at rates which reflect the difference between the domestic market 
price and the CCC export price for cotton. Through January 9, 1959, 187,289 
sales had been registered with CCC and equalization payments of $35,239,616.92 
had been made by CCC to exporters on the cotton products exported. 

Only about 10 percent of the cotton textiles exported are exported by integrated 
mills; that is, mills which have sales organizations and make export sales of 
eotton products. The other 90 percent of exports are made by persons or firms 
other than textile mills. Most cotton products pass through many hands before 
they are exported. Many items are manufactured from several types of cotton 
and from material from more than one mill. In fact, in most instances, the 
mill that processes the raw cotton does not know the final end use or destination 
of the finished products. Therefore, it would be almost impossible for cotton 
which has been sold for processing into textiles for export to be followed through 
the channels of trade until finally exported. 





res 
the 
the 
bel 
er 
of 

fies 
we 





ve 
er 
of 


SS 
Lr- 
4 


ort 
id 
rt 
Ww 
1ul- 
m, 
rle 


COTTON TEXTILE SUBSIDY 33 


The Department believes that the textile industry should be protected with 
respect to exports of cotton products against the adverse effect resulting from 
the sale of U.S. cotton at reduced prices under the export program. However, 
the cotton products export program already in operation is designed to and we 
pelieve affords this protection. The Department does not feel that direct Gov- 
ernment subsidization of the domestic textile industry for the express purpose 
of increasing exports to the level prevailing in the period 1947-52 can be justi- 
fied. Textile exports from the United States during the 6-year period 1947-52 
were the highest in history. Exports during the early part of the period re- 
flected pent-up world demand following World War II, and the latter part of 
the period reflected demand resulting from the powerful upsurge in economic 
activity immediately after the Korean outbreak. Government subsidization of 
the domestic textile industry in an attempt to restore and perpetuate these ab- 
normal conditions would clearly be uneconomic and difficult to justify. More- 
over, such action would cause serious disruption of our international relations 
and would inevitably be followed by retaliatory measures in other countries. 

We are of the opinion that the Department’s cotton products export program, 
which is an adjunct of the export program for raw cotton, is a sounder and 
more workable program than the program called for by the provisions of S. 314 
and, in view of the difficulties inherent in the administration of this bill, we 
do not believe such legislation is desirable or necessary. 

It is impossible to make a reasonable estimate of the costs which might be 
incurred by the Department in carrying out the provisions of the bill. Exports 
of cotton products during the period 1947-52 were at extremely high levels, 
which would make it very difficult to determine the price level at which cotton 
would have to be made available to mills in order to attain exports at the levels 
of the period specified. Assuming, however, a reduction of 10 cents a pound and 
the sale of 750,000 bales, the annual cost to the Government would be $37,500,000. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
EK. T. Benson, Secretary. 


DEPARTMENT OF STATE, 
Washington, March 9, 1959. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, U.S. Senate. 


DEAR SENATOR ELLENDER: Reference is made to the request of the Committee 
on Agriculture and Forestry of January 23, 1959, acknowledged January 26, for 
the views of the Department regarding 8. 314. This bill is virtually identical 
with 8S. 4156 of the S4th Congress and with S. 314 of the 85th Congress. The 
views of the Department on S. 314 are similar to those previously submitted to 
the committee with regard to these two bills. ~ 

S. 314 would direct the Secretary of Agriculture to sell not less than 750,000 
bales of raw cotton owned by the Commodity Credit Corporation to textile mills 
in the United States during each of the 5 fiscal years beginning July 1, 1959. 
These sales would be made at prices which the Secretary would determine would 
allow the textile industry to regain the level of cotton textile exports which it 
had in the period 1947 through 1952. The raw cotton would be allowed to be 
used only for the manufacture of cotton products for export. 

This Department has carefully reviewed this bill. It is certainly in agree- 
ment with the desire to increase the cotton textile exports of the United States. 
However, the method proposed in this legislation to increase such exports may 
well create new and more difficult problems for the domestic textile industry and 
for the country as a whole, which would more than outweigh any advantages 
hoped to be gained by the bill. 

There has been in operation since August 1, 1956, a cotton products export 
program administered by the Department of Agriculture. Under this program 
the Department of Agriculture makes cash payments to cotton textile exporters 
based upon the raw cotton content of the products exported. The use of cash 
payments in implementing the cotton products export program resulted from a 
determination by the Department of Agriculture, based upon advice which that 
Department had received from domestic textile producers and exporters, that 
there would be serious administrative difficulties involved in implementing the 
export program on any basis other than direct cash payments. In support of this 
point was the fact that only 10 percent of the cotton textiles exported are ex- 
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ported by firms which process raw cotton into textiles. The balance of oyp 
exports is handled by firms which are not textile manufacturers. Thus, it woulq 
appear that practical problems of implementation and enforcement would exigt 
if instead of making cash payments to exporters, raw cotton were made available 
to domestic mills in the manner provided in 8S. 314. 

It might be noted that the cash payments on the cotton products exported 
under the Department of Agriculture’s program would not exceed the subsidy 
which the Commodity “1 redit Corporation grants on the equivalent amount of 
raw cotton exported. S. 314, however, would probably involve selling the raw 
cotton to domestic mills at a significantly lower price than that of raw cotton 
exported as such. This situation could be expected to develop because of the 
bill’s objective of regaining the 1947-52 level of cotton textile exports. Exports 
in these 6 years, probably the highest in our history, averaged 904 million square 
yards annually, 65 percent higher than the 548 million square yards exported 
in 1957. In order to increase textile exports by such a magnitude, the price at 
which raw cotton would have to be made available to domestic mills would 
undoubtedly represent a heavy subsidy by the Government, even larger than the 
existing subsidy on raw cotton exports. The result would be to give preferred 
treatment to cotton textile producers and exporters over other American indus- 
tries which also produce for export. 

The reaction of foreign textile industries and their governments to this situa- 
tion could be expected to be the adoption of countermeasures. The U.S. Govern- 
ment, with its tremendous financial resources, would, in effect, be competing 
with foreign textile mills. The target period of 1947-52, a period when foreign 
textile industries were still being rehabilitated from the effects of World War II, 
and the wartime deferred demand for textiles, enhanced by the Korean emer. 
gency, was still quite large, would be viewed abroad as an abnormal and 
unreasonable objective. Countermeasures might well include countervailing or 
antidumping duties on American cotton textiles, possibly resulting in a reduction 
in American cotton textile exports, rather than the increase contemplated in 
S. 314. 

In summary, therefore, the Department of State believes that the bill would 
present serious problems of administration and enforcement, the cost to the 
taxpayer would be heavy, foreign countries might well invoke measures which 
could bring about a reduction in our exports of textiles and other products, and 
serious foreign relations difficulties would be created, which could jeopardize 
the foreign policy objectives of the United States. For these reasons this 
Department recommends against the adoption of S. 314. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
WILLIAM B. MACOMBER, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


Mr. Gaturnes. We will have the Department officials appear on 
this legislation when we have the second hearing on it. 

Mr. Prrnie. I would like to-ask if there has been any progress made 
with regard to the voluntary quota? 

Mr. McIntire. Mr. Pirnie, the answer to that would have to be 
“Yes,” except that you find all kinds of qualifications surrounding 
that “yes” answer, because there has been some shifting of the cate- 
gory of items, but the answer is “Yes”; there has been some action 
on the voluntary quota basis. 

Mr. Prirnte. The reason I ask is I know that in another connection 
where voluntary quotas were accepted shipments were made very much 
inexcess of that. They took the position that distributions from ware- 
houses were not imports during that fiscal period. There was the same 
effect on the sales in this country, regardless of whether they came 
from the warehouse or were newly imported. 

Mr. McIntire. Yes. 

Mr. Garuines. Mr. McIntire, I assume that your witnesses as to the 
impact on the various communities involved will testify as to that, that 
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is easy to say, has there been any effect on employment, and also, we 
would like to know just what the effect has been on the industry with 
respect to the exports of the goods. 

Mr. McIntire. Mr. Chairman, I would like to call your attention 
to the two gentlemen who are here. I would like also to call on Con- 
eressman Coffin at this time, because these two gentlemen come from 
his district, and I wish to defer to Congressman Coffin in their intro- 
duction. I do, however, wish to express my pleasure at their being 
here, for they are competent men in the field of textile manufacturing. 
Congressman Coffin, if you would, introduce them. ’ 

Mr. Corrix. Mr. Chairman, I think the statements of both gentle- 
men will be reasonably short. 

The first witness will be Mr. H. L. Gosselin, of the Bates Manu- 
facturing Co. His title is assistant on plant and community relations. 

When he concludes, the other witness is Mr. Howard Troutman, vice 
resident, Bates Manufacturing Co., whose particular specialty has 
en cotton buying, as well as plant operation. He is very familiar 
with the cotton market. 

Mr. Garurnes. I understand he has been buying a lot of cotton that 
comes from the mid-South area. 

Mr. Corrtn. And sometimes the fact is that the foreign mills can 
buy cotton cheaper before he can get to it. 

r. Garuines. We will be glad to hear from you now, Mr. Gosselin. 


STATEMENT OF H. L. GOSSELIN, BATES MANUFACTURING CO., 
LEWISTON, MAINE 


Mr. Gossexin. Mr. Chairman and gentlemen of the committee, I 
have a prepared text, but in order to save your time I would be very 
pleased to read only parts of it and submit it for the record. 

Mr. Garuines. Any way that you like to proceed. 

Mr. Gossetin. Before beginning I would like to say this, that here 
we have the problem of a great American industry, a basic industry in 
our economy, left completely at the mercy of a heavily subsidized for- 
eign competition. Since we began the very heavy subsidy to foreign 
manufacturers, the domestic textile industry has lost 1 billion yards, 
or two-thirds of the export business. And that is 10 percent of our 
entire domestic production. 

At the same time, our domestic markets have been taken away from 
us. 

Mr, Chairman, you asked Congressman McIntire about unemploy- 
ment that it may have caused in this country. 

I believe that the Pastore committee report stated that 200,000 jobs 
had been destroyed since 1946. In New England we have lost 230,000 
jobs. 

In a community where we operate a mill, we were forced to throw 
1400 people out of work and that caused breadlines which were well 
publicized throughout America. 

Mr. Garurnes. When was that ? 

Mr. Gossetrn. In 1957. 

This bill has absolutely nothing to do with the import problem. It 
tries to recapture for American mills a part of the billion yards of 
export business lost since 1947. 
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Mr. Garuines. Do you know what the usual exports have beep 


prior to 1947 and what they have been after 1947—do you have those | 


figures ¢ 


“Mr. Gossexin. I do not have the figures with me. I know that jn | 


1947 America exported 114 billion yards of cotton textile products, 
In 1958 that had been reduced to 500 million yards. I believe singe 
1947, except for 1 year—I believe except for 1954—there has been q 
constant reduction of cotton textile exports from the United States 
of America. 

Mr. Garurnes. That is from 114 billion to 500 million ? 

Mr. Gossetin. A drop of 1 billion, or 10 percent of the entire do- 
mestic production—10 percent of the production of the American 
mills. 

We are in a position today where the remaining one-third—the re- 
maining 500 million yards—is, also, in danger of being lost. 

Mr. Gaturnes. That is not only 10 percent of the total production, 
but you lost 6624 percent of what you have been exporting. 

Mr. Gossrin. That is right. The 10 percent, sir, is 10 percent of 
the entire production of the American mills. 

Mr. Garurnes. But the 6624 percent was not exported. 

Mr. Gossetin. That is right. And the remaining part is in danger, 

I will read part of this text and omit some parts to save time. 

My name is H. L. Gosselin. I am in charge of plant and com- 
munity relations for the Bates Manufacturing Co., which operates 
three large cotton mills in the State of Maine and which employs more 
than 4,000 men and women, thus being Maine’s largest employer of 
labor. We have been in business in Maine for 109 years and manv- 
facture more than 100 million yards of various cotton fabrics each 
year. Our products include the famous Bates bedspreads and dis- 
ciplined fabric, America’s first successful crease-resistant cotton. In 
addition, we weave various types of cotton greige goods and industrial 
fabrics of all types. 

At the outset I would like to state that today the textile industry 
is out of the long depression it has been experiencing. In view of 
the conditions under which this industry is forced to operate, however, 
this improvement in business conditions will not last for any great 
length of time and it, therefore, should not be cause for us to delay 
the corrective action which is so vitally necessary. 

Bates is among the oldest textile companies in America, even though 
it operates thousands of miles from the cottonfields. For us, an out- 
standing, brand new, diligent research, modern equipment, and ag- 
gressive promotion have been beneficial. Howev er, since our Govern- 
ment started to rebuild the textile industry of foreign nations and to 
subsidize the manufacture of cloth in these nations, we, too, have been 
hurt. In spite of the fact that our management is dedicated to oper- 
ating mills in Maine, we were forced to the wall in 1957 when we 
lost our business on ginghams to foreign competition. Subsequently, 


we had to close a mill at Saco, Maine, which employed 1,400 men ; 


and women and which was that small community’s major industry. 
The result of this closing has caused tremendous hardships and bread- 
lines which have been publicized throughout the Nation. 


Believe me, Congressmen, it is a distasteful task for a management | 


which enjoys good relations with its employees and its plant com- 
munities to force people out of work and to destroy the economy of 
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an area. Yet, faced with the Government’s continuing policy of en- 
couraging foreign mills to take our business, any other decision on 
our part would have had serious consequences for our other plants 
and their 4,000 employees. In other words, had we kept the mill at 
Saco, it would have been such a serious drain on the entire company 
that the position of our other plants would have been seriously 
weakened. 

I am sure you well know that closings of this type have occurred 
throughout the North and the South since the end of the war. It 
has been stated in Congress that no less than 717 mills have been 
forced to close since the end of the war so you can imagine how many 
communities in the Nation are dotted with the wrecks of closed textile 
jlants and the hardships which have been caused to the families 
of textile workers. In the past decade alone, 140,000 textile jobs 
have gone out of existence in New England and these jobs have not 
been moved elsewhere—they have simply been liquidated. The re- 
maining jobs—130,000 in New England and the several hundred 
thousand others in other parts of the Nation—deserve to be and can 
be saved if the Congress takes the necessary action. 

In our opinion, H.R. 4033 (S. 314) provides the necessary vehicle 
to accomplish this and to safeguard the future of as basic and as 
essential an industry as textiles. Exports of American cotton goods, 
as I stated earlier, at the end of 1958 were 1 billion yards lower than 
they were in 1947. ‘This bill would make it possible for America to 
recapture part of this billion-yard loss in export business, because it 
would permit American manufacturers to compete with American- 
subsidized foreign manufacturers in overseas markets. Many nations 
of the world are looking for high-stvled American cottons but at 
competitive prices. This bill, at the price cotton would be made 
available, would permit these competitive prices, 

Mr. Garuines. What particular type of cloth of cotton goods do 
you export now that comes up to this 500 million ¢ : 

Mr. Gossetin. In my company our exports are very, very small. 
We formerly had a good market in the Philippine Islands. And we 
have been knocked out of the Philippine Islands by foreign competi- 
tion. But it is all types of various goods—cotton goods are being ex- 
ported by American mills. The 500 million yards includes various 
types of cotton-made goods, 

Mr. Garuines. There have been reductions in all markets? 

Mr. GosseLin. We lost it in almost every line of fabrics being 
exported. There has been a constant reduction in the volume of the 
goods. 

Mr. Garuines. Thank you. 

Mr. Gossriin. The legislation is a 5-year program. As you know 
it would direct the Secretany of Agriculture to make available to 
domestic mills 750,000 bales of surplus cotton each year for 5 years 
at prices to enable these mills to recapture the level of exports en- 
joyed during the 5-year period from 1947 through 1952. In other 
words, the price of the cotton would tend to offset some of the sub- 
sidies and the cheap labor which permit foreign mills to undersell 
us abroad. And if we could sell abroad as we did in the late forties 
and early fifties, we would do a great deal toward eliminating the 
problem of overproduction which has plagued the industry and which 
will continue to plague us unless something is done. : 
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There have been objections raised to the bill, as you pointed oy; 
earlier, by some who do not understand the merits of the legislation 
and by the Department of State and the Department of Agriculture 


Before discussing these objections, however, I would like to point out, | 


as you who must make decisions daily well know, that it is easy to find 
fault with anything. It is easy to oppose, yet the departments which 
have opposed have not even bothered to offer constructive substitutes 
and are willing to permit the status quo to exist even in the face of a 
warning from a Senate investigating committee which stated, and | 
quote: 

It would not be wise national policy to allow conditions in the domestic tex- 
tile industry to continue to deterioriate. 
In spite of these objections from the executive branch, however, this 
legislation has passed the Senate twice and, having read a great deal 


about the House having a “mind of its own,” I am sure that you will | 


not permit the legislation to be killed by those who offer no construe- 
tive substitute. : 

The executive departments have listed four major contentions upon 
which they base their opposition : 


First. It would entail an annual cost of between $40 and $45 million | 


a year. 

Second. It would be difficult to administer. 

Third. It would give preferential treatment to cotton textile pro- 
ducers over other American industries producing for export, 


Fourth. Foreign textile industries and their governments would | 


g 
react unfavorably. 

Let us examine briefly these objections. 

First, the cost. The Government has spent billions of dollars to 
rebuild the economy of foreign nations. For the last few years 
America has been selling surplus cotton to foreign countries 25 per- 
cent less than the price we pay for the cotton we buy and, on August 
1, that differential was widened to 34 percent. This alone, while it 
may be helping some to dispose of surplus cotton, is costing America 
untold millions. Is $40 million to save an industry employing more 
than a million workers too costly? Is $40 million to save the economy 
of many textile communities too costly in view of what we spend 


abroad? We say, “No.” We say that foreign aid, if well adminis. | 


tered, is important, but so are the American people. We say further 
that the $40 million would be an investment. The Government prob- 
ably would get back more than that in income taxes from textile 
workers and in corporate income taxes from prosperous mills. 


Second, the executive branch claims the bill would be hard to ad- | 
minister. We believe that claim to be in error. The Government | 


would need only to work through the regular channels of distribution. 

Third, it is claimed that this legislation would give preferential 
treatment to the textile industry. Here I'd like to say that no indus- 
try has been placed on the sacrificial altar any more than textiles. 
We in this industry have had to bear the brunt of the foreign aid 
program, and the facts are there to prove it. Further, we know of no 
industry that has said “if this is done for you, Congress will have to 
do it for us.” This objection, it is plain, simply comes from someone 
who is willing to oppose to maintain the status quo, 
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Fourth, it is said that other governments would object. Gentlemen, 
it is well to think of our foreign friends and to take precautions to 
prevent the spread of communism. Yet, shouldn’t there be a limit to 
how far we are willing to damage our own economy while rebuilding 
that of foreign countries? When we create breadlines in our own 
textile communities to permit the exploitation of coolie labor, are we 
serving the best interests of a world in which we would like to see 
the standards of living uplifted? These, then, are the objections we 
have heard offered to this bill and our answers. 

As I have stated H.R. 4033, in the above, I have dealt primarily 
with our loss of exports and I would not want to close without stating 
that we are alarmed also at the flood of imports which have come 
into this country and taken some of our domestic markets. This situ- 
ation has become greatly aggravated now that Hong Kong has started 
to ship tremendous amounts of garments and cotton sheeting to the 
United States. 

Mr. Garuines. What does that consist of ? 

Mr. GosseLin. Almost all types of fabrics, apparel cotton, apparel 
garments. Hong Kong is now starting to send in some sheeting. 
The imports include almost all types, the various categories of fabrics. 
You have very few that have not been hit as yet—very few textile 
products made in America have not been hit by some type of foreign 
competition, but the situation as I state about the imports is becoming 
greatly aggravated now that Hong Kong has started to ship. 

It is ironic but even Japan—l read this in a textile trade news- 
paper—has complained about what she called “cutthroat” competition 
from Hong Kong. If these imports are permitted to continue, cer- 
tainly this is another reason why the domestic industry should be 
helped by the passage of the legislation before you. 

In closing I would like to state frankly that, to date, practically 
nothing has been done to solve the Government-created problems of 
the textile industry, problems which have forced the liquidation of so 
many textile jobs. The recent appointment of a Textile Committee 
by the Department of Commerce is a step in the right direction 
because it will be another medium by which the industry” will be 
able to bring its problems closer to the attention of those who can 
solve them. However, while committees have been appointed and 
studies have been undertaken, liquidations have continued and the 
problems such as those presented by Hong Kong have grown worse. 
There have been claims also that the inclusion of cotton textile prod- 
ucts in the so-called export subsidy program has been helpful. As 
manufacturers we can truthfully say that this program has not 
been of help to us as manufacturers and I’m sure it has not helped 
America’s textile workers to save their jobs or to have steady 
employment. 

Mr. Poace. Would you explain that—why is that true? 

Mr. Gossevrn. Sir, I would like at this point to use this. I got 
this out of my briefcase when the question was brought up earlier. 
When the Agriculture Committee of:the Senate first heard a bill of 
this type, the late president of Bates, Mr. Markham, who died last 
April, had testified in 1956 before the Senate committee, and in 1957 
before the Senate committee. And in 1957 before the full Agricul- 
ture Committee of the House. He was asked this question in 1956. 
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The Department at that time had just announced this export sub- 
sidy program for cotton textiles. His answer was this: 

The Department of Agriculture has just announced the past few days sineg 
this bill has been introduced that they are now going to subsidize exports, 
Gentlemen, do you know who these exporters are? There are a lot of them, 
They have two-by-four rooms down on lower Broadway. They are not textile 
mills for the large part. There will be no check possible on these cotton textile 
exporters as the Department of Agriculture proposes to give a subsidy to, 
These people will export into world markets cotton products that are already 
in existence manufactured with higher priced cotton and will be getting an 
unfair advantage on price. 

Mr. Poace. That does not explain it to me. If you have a big 
business, and you are exporting a billion yards—I mean American 
textiles—I do not mean Bates Co. alone— you were handling 100 
million of that, I believe you said—but, anyhow, if the industry j is 
exporting a billion yards of goods, and if there is any profit in it 
you are going to try to continue in the business, of course. If there 
is no profit in it you will get out. 

Now if I understand th: at, that meant that under the method you 
were doing business at this time you were employing brokers to 
sell this cloth, or you were employing some third parties, at least, who 
were actually handling the goods if Bates Manufacturing Co. was 
mot actually exporting. Most American mills are not direct 
exporters. 

Mr. Gossenin. Yes. 

Mr. Poace. But if this subsidy is sufficient to make up the differ- 
ence between a profit and a loss then you will find a way to export 
yourself, will you not—you will cease to do business through a third 
party. If it is not profitable to you to do business through him you 
will export yourself. You can sell into the foreign market your- 
self and get that subsidy. 

Mr. Gossettn. Yes. 

Mr. Poage. If the subsidy is in fact a subsidy, it pays the difference, 

Mr. Gossetin. Pays to the manufacturer? 

Mr. Poace. That is right. Why does not the subsidy pay the 
manufacturer who sells in a foreign market ? 

Mr. Gossetin. I believe, sir, that any manufacturer selling directly 
to export is entitled to this export subsidy. 

Mr. Poace. That is right. And if it is enough today to make up 
the difference between the cost. of cotton here and the cost of cotton 
abroad, then why does not the manufacturer sell direct ? 

Mr. Gossetin. My frank answer to that would be this, 90 percent of 
the exports of this ‘country are being handled—90 percent of the cotton 
exports in this country are not being handled by the mills themselves, 
but by exporters. 

Mr. Poace. I understand—that is what Mr. Markham told us there? 

Mr. Gossewin. Right. 

Mr. Poacr. What I am asking you is, why you continue to follow 
that practice of business if, in fact, the Gover nment offers you enough 
money to make up that difference in cotton costs ? 

Mr. Gossenin. My personal opinion is this would not be enough— 
you could not compete—you still could not compete in the foreign 
markets as evidenced by the fact that this began in 1956 and our 
exports have still been reduced in spite of this. 
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Mr. Poace. I think that just comes back and proves that actually 
what is hurting us is not the difference between the cost of the cotton 
here and abroad, but is the difference in the cost of manufacturing. 
The Government is not trying to make up the cost of manufacturing in 
the present program. ‘The present program simply equalizes the dif- 
ference between the cost of cotton to your mill and the cost of cotton 
to the mill abroad. ‘That is all the present program attempts to do. 

Mr. Gossetin. The cost of the produet—— 

Mr. Poace. It does equalize the cost of the raw cotton; does it not? 

Mr. Gossein. It tries. I cannot say flatly that it does. 

Mr. Poace. If you sold in the foreign market it would do it, would 
it > 2p 

Mr. Gosseuin. If we were able to sell in the foreign markets. We 
cannot “ener in the foreign markets. 

(Discussion off the record. ) 

Mr. Hacen. Are you trying to put a price of 11 cents lower than 
the support price, or do you contemplate a total price of 11 cents? 

Mr. Gossetin. This is a total price of 11 cents. 

Mr. Hagen. They would be buying it at 11 cents a pound ? 

Mr. Gossetin. I was talking about 11-cent cotton—the price of the 
cotton. 

Mr. Garuines. It was an 8-cent subsidy plus 314 cents differential. 

Mr. Poacr. That is what I understood, too. 

Mr. Gosseuin. We are talking of the price of the cotton which would 
be sold to the mills, and that price, in the opinion of whoever wrote 
that report, woul | be 11 cents per pound ¢ 

Mr. Poacr. That is just about what I said. I think it will cost you 
from 22 to 25 cents a pound subsidy. Isn’t that what the Government 
will have to pay if it gives you the cotton at 11 cents? 

Mr. Gossetrn. We are talking of 11-cents-a-pound cotton. 

Mr. Pirnte. Will you yield? 

Mr. Poace. Yes. 

Mr. Pirnie. I want to make this clear that you recognize that you 
are asking for more than an equalization of the cost of the raw 
material. 

Mr. Gossetin. Absolutely—absolutely. 

Mr, Pirnie. Would you think that your principle could be applied 
to all industries that are similarly hurt in this country ? 

Mr. Gosseiin. I do not know. 

Mr. Pirnie. Do you think that the Government can assume the re- 
sponsibility of equalizing the labor costs in, we will say, another type 
of industry ? 

Mr. Tracur of California. Such as fishing tackle ? 

Mr. Prrnte. Yes, fishing tackle, or stainless steel ? 

Mr. Gossetin. What I am looking for—what I am suggesting- 

Mr. Prrenie. I understand what you are looking for. Youare think- 
ing in terms of your industry. 

Mr. Gossetin. That is right. 

Mr. Prrnte. You say that the Government must treat all business 
enterprises on an equal basis. They must have concern for other types 
of manufacturing as well as the plight of the textile people. Do you 
think that that principle should be applied across the board ? 
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Mr. Gossetin. Well, sir, I believe that somewhere along the line we 
must do something to preserve some of our industry. I realize that 
world trade is very important. And we, certainly, must help to 
rebuild, to support our foreign friends, the free nations of the world, 
but_somewhere along the line we must do something, it seems to me, 
so that wew ill not destroy our economy in the process. 

Mr. Pirnte. We are all for that. I want to get it clear in my mind 
whether you think it is a general problem that we ought to meet. 

Mr. Betcuer. That is a worthy objective, but at the same time it 
just gets back to the point who is going to keep us in competition— 
whether we are going to do that through the efficiency of the American 
manufacturer, or are we going to do that through the taxpayers’ 
money? It is just that simple—which way we will do it—by the tax- 
payers’ money or are we going to try to do it through the efficiency 
of our American manufacturers ? 

Mr. Corrry. I do not have a question, but I would like to be sure 
that Mr. Troutman gets through his statement. It is very short. 

Mr. Garrines. Proceed. 

Mr. Gossetrn. A final point. Last year, the House, in attempti 
to help the industry, made cotton textile products eligible for sale 
overseas under Public Law 480. It was felt that the industry could 
regain some export markets if textile products were made available 
to foreign countries under this act. However, I regret to state that 
this has not assisted in anyway and the responsible officials in the 
administration have told me personally that it was useless for us to 
try to get help under this act. 

I know that the members of this committee recognize full well the 
tremendous hardships which have been imposed upon textile workers 
and the textile industry and, for this reason, I have not attempted 
here to dramatize them. However, these hardships do exist and more 
can be prevented from occurring if action is taken to assist the domestic 
textile industry. I hopethat you will recommend such action and urge 
adoption of legislation to preserve the future of a great American 
industry. 

Mr. Ontver. May I inquire whether you are going to continue these 
hearings? 

Mr. Garuincs. The full committee meets at 10 o’clock. 

Mr. Outver. Will there be another morning devoted to this subject! 

Mr. Gaturncs. We will have another hearing. We will go into this 
fully before final action is taken. 

We will be delighted to hear from you now, Mr. Troutman. 


STATEMENT OF H. H. TROUTMAN, VICE PRESIDENT AND COTTON 
BUYER, BATES MANUFACTURING CO., LEWISTON, MAINE 


Mr. Trourman. Mr. Chairman and gentlemen of the committee, 
my name is Howard Troutman, vice president and cotton buyer for the 
Bates Manufacturing Co., Lewiston, Maine. My associate, Mr. Gosse- 
lin, has already given you the background of my firm. I am appearing 
before this committee not to criticize the Congress of the United States 
or the executive branch of our Government. However, I do want to 
try to point out the dilemma, caused by the pressures of the inequitable 
present day Government policies, that a cotton buyer faces in spending 
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millions of dollars of his firm’s money to buy America’s agricultural 
products. : 4-1 : 

Due to the 52 percent corporate profit tax, my firm is a fair-weather 
partner of the U.S. Government. By fair-weather partner I mean, 
when we make a profit we give 52 percent of it to the Internal Revenue 
Department. If we lose money our partner is not around to share the 
losses. 1 am sure our partner wants to make money but sometimes I 
wonder whose side he is on. 

Some time ago we needed a certain type of cotton. I went south to 
do my buying but was told by my anion that this cotton had been 
cleaned out by Far Eastern countries the week before. Of course 
they bought it about 7 cents per pound cheaper than I could have any- 
way due to the Government export subsidy on cotton. This forced 
me to buy a better quality of cotton than I needed which actually makes 
a 9-to-10-cent per pound raw material cost differential with our foreign 
competitors. : 

Anyway, I shipped this cotton to our Maine mills for the manufac- 
ture of our goods. Later on our sales office informed me that they 
were having a rough time disposing of our goods because there was 
like material on the market at cheap prices made in Hong Kong. I 
did not have to stay up all night to figure that one out, but I would lose 
sleep to figure out how our partner, the U.S. Government, would take 
his share of our profits from the year before to subsidize our foreign 
competitors jeopardizing such a vital industry as the American textile 
mills. To have salt rubbed into the wound, when I went to sell the 
waste byproducts from this cotton, the jute bagging that came off these 
bales ran headon into competition with American used bagging stored 
on the west coast shipped from the Far East. In other words, this 
isa case of our competition having both ends and the middle. 

Another example of the frustration of continually being at a dis- 
advantage is that a year of so ago I had been buying a certain quality 
of cotton out of Arizona. Suddenly one day I was told by my sup- 
pliers that this cotton would not be available at any reasonable prices 
for the coming year due to the fact a Far Eastern country had made 
commitments that would drain the supply of this cotton from the 
market. We had no alternative except to look elsewhere and change 
our requirements and machinery for another type cotton. 

Our business is on the upturn. I have been in the cotton textile 
business for 25 years and in recent years have seen liquidation after 
liquidation take place and, gentlemen, just as sure as we are meeting 
here today unless something is done, as soon as this cycle of the busi- 
ness of refilling pipelines after a textile depression as we usually do, 
has run its course the problems will be more acute than ever. This 
business of liquidating industry is not pleasant. In 1957 we were 
forced to liquidate our big plant in Saco, Maine, employing about 
1400 people. After its closing, I walked through the tremendous 
weave room that only a short time ago was humming with produc- 
tion and giving employment to people, many of whom had earned 
their livelihood for decades in this room. I stood there alone. There 
was no noise. There were cobwebs gathering in the looms. I am not 
trying to be dramatic but this scene gave me a very weird feeling. 

It has been stated that next to steel textiles rank second in our na- 
tional defense. I can’t conceive that anyone responsible for our na- 
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tional welfare would suggest we make steel available to foreign 
countries at a cost to the “American taxpayer at 34 percent less than 
the cost to the American domestic industry. It would certainly erj 

ple our vital steel industry and definitely jeopardize our national 
defense yet that is exactly what is being done to the domestic textile 
industry. We cannot continue to oper rate over the years under this 
tremendous disadvantage of reducing our export markets by sub- 
sidization of our foreign competitors and at the same time give us 
no protection against these heavily subsidized goods pouring back 
by the millions of yards into our American markets. If this i is al- 


lowed to continue, the once great textile industry will be reduced to | 


a fourth-rate industry and in a time of national emergency will not be 
able to clothe our Nation. We do not want subsidies and are not 
afraid of competition, but we do think our Congress and executive 
branch of our Government should not ask us to try for survival with 
the dice loaded against us. There is time to save the textile industry 
and I am sure that our plea this time will not be unheeded. 


I appreciate the privilege of being able to appear before this | 


committee. 

Mr. Garuines. Thank you so much. I wonder if there have been 
other mills that have folded up ? 

Mr. Trourman. Yes, sir; to use—to use another example, up to date 
the Merrimack Manufacturing Co. of Lowell, Mass., about a year ago, 
I believe, or 18 months ago, did fold up. 

Mr. Garutnes. What has happened in Saco since these 1,500 jobs 
were eliminated ¢ 

Mr. Troutman. I would like for Mr. Gosselin to answer that. He 
had been in close touch with it. 

Mr. Gosseitn. A lot of our people are still unemployed. The older 
worker is unable to find work. The younger worker, for example, goes 
to the shipyards in Kittery, Maine, some 20 miles or thereabouts south. 

After a year of effort in the community, we raised $25,000, and were 
able to entice a large cannery to locate in our mill buildings. The 
cannery has been working setting up the building to locate its opera- 
tion there and will employ, probably, 200 people. That is about the 
only industry that I know of. 

Many of the older people are still unemployed. 

Mr. Garurnes. Is the Bates Manufacturing Co. an organized 
effort—I just wondered if you have organized labor ? 

Mr. Troutman. Yes. 

Mr. Garutnes. What is the wage rate? 

Mr. TrouTMan. ae $1.5214 average. 

Mr. Gossetin. $1.521/ average. 

Mr. Gatuines. What was it in 1947? 

Mr. Gossettn. It has to be a guess, but it would be about 80 cents an 
hour at that time. 

Mr. Garnines. There has been a considerable increase. 

Mr. Gossetin. We granted a wage increase of 10 cents per hour last 
April. 

Mr. Garuines. A man who makes $1.50 an hour must find it difficult 
to make ends meet with the high cost of everything today. 

Mr. Trourman. That is very true. What can you do about it? 

Mr. Garurnes. It has been one round of increases after another. 
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Are there any further questions? 

Mr. Poace. [ just wanted to ask again if I understand your state- 
ment. Your problem is not with an ‘equalization between the cost of 
cotton between your mills and the American mills, is it ? 

Mr. Trourman. That is part, of it, yes. 

Mr. Poaar. It is not any part of it, so far as holding your export. 
market is concerned. I realize you do not have any equalization pay 
ments on the domestic market. 

The Japanese can buy the cotton cheaper than you can buy it, then 
they spin it, and ship it back to the United States. And in that way 
you are ¢ affected by the cost of cotton, but so far as the export market is 
concerned the c otton that you might be selling, that is the cotton goods, 
in Mexico or somewhere else, on that you have an equalization fee now, 
do you not ¢ 

Mr. Trourman. Let me answer in this way. This is strictly off 
the record. 

(Discussion off the record.) 

Mr. Poacr. So far as the cotton costs are concerned you can sell 
just as che: iply ? @ : 

Mr. Troutman. No, sir. 

Mr. Poace. Why? 

Mr. Trourman. That 8 cents. 

Mr. Poace. The U.S. Government pays that 8 cents on every yard 
of cloth that you export toa foreign nation. 

Mr. Trourman. They paid what is the original price bid for the 
goods. 

Mr. Poacre. The price bid for the goods is the world market. The 
man will buy American cotton goods just as readily as Japanese if 
he wants American cotton goods and he would generally take it in 
preference to Japanese. 

Mr. Trourman. If you were a foreign buyer and you knew that the 
goods cost you 25 cents a yard and you knew that the U.S. Govern- 
ment was paying a subsidy of 5 cents a yard you would bid so that 
you could buy it—so that the fellow handling the goods would not 
get the 5 cents, would you not? 

Mr. Poacr. No, the handler of the goods will get the 5 cents be- 
cause the 5 cents a yard enables you to sell just as cheaply as the 
Japanese sells. 

Mr. Trourman. Not if you take it out on the other end. 

Mr. Poagr. What is that? 

Mr. Troutman. Not if you take it out of the other end of the goods. 

Mr. Poace. Why would you have to reduce your price below the 

Japanese ? 

Mr. Trourman. Not below. That is the subsidy. 

Mr. Poacr. The 5 cents a yard makes up all of the difference that 
there is between your cotton cost and the Japanese cost, does it not ? 

Mr. Troutman. Right. 

Mr. Poagr. So that. when you sell your goods you can sell at the 
Japanese price and—— 

Mr. Trourman. We cannot sell at the Japanese price because their 

labor is cheaper. 

Mr. Poace. I understand that full well. I think that is the whole 
crux of this thing, that so far as the Government program is con- 
cerned you now have : a subsidy. 
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Mr. Troutman. The mills do not have it, sir. We are not getting it, 

Mr. Poace. The mills have it if they sell abroad—if the mills 
export it, the mills have it. It is perfectly true that most of the 
mills I am sure use middlemen to sell. 

Mr. Trourman. Leaving the middleman out—we tried it. 


Mr. Poacr. If you sell your goods in Mexico, for every yard of | 


goods that you sell, you get a subsidy, do you not 
Mr. Troutman. Right. 
Mr. Poacer. That is right, is it not? 
Mr. Troutman. That is right. 
Mr. Poace. Why do you not have the subsidy then? 


Mr. Troutman. All right, because Mexico, even with the subsidy, | 


can buy it from Japan cheaper, because their labor is cheaper. 

Mr. Poaar. I understand that. 

Mr. Troutman. Why will they buy ours? 

Mr. Bevcuer. Are you going to subsidize the Japanese labor, too? 

Mr. Poace. That is exactly the point. You are not asking us sim- 
ply to equalize cotton prices. They are already equalized. The cot- 
ton prices are already equalized to the extent that you sell your cloth 


abroad. I know there is a difference on the domestic market. Please | 


do not say I do not understand that, because I do. We are talking, 
however, only about the export cotton. You are not paying a penny 
more for your cotton for export than the Japanese are. You are 
buying at the same price when you get the subsidy. 

Mr. Trourman. When we get it back. 

Mr. Poage. The Government pays it. 

Mr. Troutman. But the manufacturer is not getting that subsidy. 
That is what I am trying to get across. I am trying to get that point 


across. He may be getting it, but he has to sell his goods. Even re. | 


ducing it by the export price to be competitive. 


Mr. Poace. To be competitive with the Japanese labor, yes, but as 


far as the United States is concerned, so far as this Government is 
concerned, we are not putting you at a disadvantage on the price of 
cotton. That is all I am trying to say. I know you are at a disad- 
vantage on the labor costs. You are probably at a disadvantage on 
interest charges. You are at a disadvantage on transportation costs. 
You my be at a disadvantage on the cost of power, and many other 
things, but you are not at a disadvantage on the price of the cotton, 
are you ? 

Mr. Troutman. That is right. 

Mr. Poacr. That is all I am saying. You are at no disadvantage 
as to the price of the cotton. 

Mr. Troutman. That does not save the American textile industry. 

Mr. PoaGe. That does not save it. 

Mr. Troutman. That is what we are interested in. 

Mr Poage. That is all right. We just want to get it out here on the 
table and understand just what you are asking for. You are not 
simply asking for an equalization between the cotton prices, because 
you have got that. 

Now you are at a disadvantage on many other things, but this 
American farmer who produces this cotton is at a disadvantage on 
the same items. 

I have been in Africa and have seen them pay $6 a month over there 
for labor, when we pay $6 and $8 a day in our cotton fields. 
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The American cotton farmer is at a disadvantage, aro Everybody 
in the United States is at that kind of disadv antage. I do not know 
of any business that you can be in where you do not have that kind of 
disadvantage. The American railroads are at that disadvantage. 
Everybody is at that disadvantage. Can or should we pick out just 
one segment and say that we will “subsidize your labor costs, but leave 
everyone else without any help? Can we subsidize all labor cost 
differences ? 

Mr. Troutman. That is up to the Congress to decide. We tell you 
the danger of letting it go on like this. 

Mr. Poacr. Let us face it. You do not tell me of any danger that I 
do not see. 

Right in my home county, when I came to Congress there were 6,500 
farmers in McLennan County and, probably 6,000 grew cotton. Today 
there are about 1,700. That means that we have lost twice as many 
people in McLennan as you lost in Saco, Maine—three times as many 
have lost. their livelihood. They have no jobs. They have lost their 
jobs, too. And it is just as tragic to them as it is to these people up 
there. I fully appreciate the tragedy of closed plants, but I appre- 
ciate the tragedy of closed farms. 

Many people ‘tell us that we should take care of this differential for 
the mills, but we should not take care of it for the farmers. I have 
been trying to get this Congress to do something clear across the 
board, something that would start with the farmer and carry clear on 
up to you. I have been trying to make this work clear across the 
board. 

I want to see you get a price that will enable you to stay in the 
market, if you can, but I do not see why we should short-circuit this 
thing and not start with the farmer. Why should you receive a sub- 
sidy from the Government any more than the farmer should? Why 
is it more important for your employee to have a job in Saco, Maine, 
than it is for my cotton farmer in McLennan County ? 

Mr. Trourman. We are getting in deep stuff here. 

Mr. Poace. Sure it is deep, but we have to face it. What do you say 
about that ? , 

Mr. Trourman. I am in favor of the farmer. I was born and raised 
on a southern farm. 

Mr. Poacr. Are you in favor of a subsidy all the way down the 
line, or just starting with the cotton mill ? 

Mr. Trovrman. I am in favor of yrotecting American economy, 
whether it be the farmer or the ete 

Mr. Poace. You are in favor of starting it on the farm and carrying 
it on to the cotton mill ? 

Mr. Troutman. That is all right with me. 

Mr. Garuines. The Poage bill has been before the Congress for a 
number of years. 

Mr. Trourman. I realize that. 

Mr. Garutnes. That piece of legislation would do just the thing 
that he has outlined. 

I wonder if there are further questions of Mr. Troutman? If not, 
we can then hear some of the Members of the House before we adjourn 
today. 

Mr. Haaren. Mr. Poage brought out the fact that this subsidy differ- 
ential still exists in favor of the foreign mills with respect to the 
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cotton goods that are sold in this country, produced in foreign mills, 
Do you have a suggestions to eliminate that differential ? 

Mr. Poace. The Poage bill will eliminate it. 

Mr. Hacen. I mean such as seeking a higher tariff ? 

Mr. Trourman. Certainly, we want protection. That is exactly 
what I say in here. We have got to have protection. If you send 
the cotton out and let them bring it back in—if you are going to do 
that, that is one thing. If it went out and stayed out, it would be all 
right. 

Mr. Hagen. To the extent that they get a better price of the raw 
material that is produced in this country, you have that question. 

Mr. Trourman. Of course, they do when it comes back in. 

Mr. Hacen. I know that. 

Mr. Trourman. He was talking about exports. 

Mr. Hacen. I know that. 

Mr. Garurnes. All segments of the cotton industry. We have been 
unable to get the Poage bill through. 

If there are no further questions, we thank you very much. 

Mr. Trourman. Thank you. 

Mr. Garuines. We will next hear from Mr. Coffin. 


STATEMENT OF HON. FRANK M. COFFIN, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND CONGRESSIONAL DISTRICT OF THE 
STATE OF MAINE 


Mr. Corrry. Mr. Chairman and gentlemen, I would like to ask per- 
mission to insert my statement in the recor ad at this point. 

Mr. Garurnes. Without objection, that will be done. 

(The prepared statement of Hon. Frank M. Coffin is as follows :) 


STATEMENT OF Hon. FRANK M. COFFIN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MAINE 


I would like to dwell for a few moments on what I think is the true significance 
of these hearings on the cotton textile industry. It lies not in the specific 
provisions of the legislation being discussed today. Nor does it lie in the mere 
fact that the cotton textile industry is beset with grave problems, which can 
be clearly seen behind the current flurry of welcome activity in rebuilding 
inventories. 

The deepest significance in these hearings, in my opinion, lies in the fact that 
in cotton textiles the United States faces its first postwar challenge to one of its 
traditional industries. I am not speaking of such temporary challenges as that 
which the influx of small cars has posed to the automotive industry. Nor am 
I speaking of potential threats posed by resurging European industry. I am 
referring to an existing, permanent capacity in cotton textiles, which will 
inevitably multiply itself in the next decade. 

Not only do we face fierce competition from Japan, Hong Kong, England, Italy, 
and India, but we are on the verge of dramatic starts in this industry in scores 
of the countries taking their first steps toward industrialization. Moreover, the 
textile export potential of the six European countries forming the Common Mar- 
ket (European Economic Community) is estimated to undergo dramatic growth. 

In short, we are feeling the first impact of world industrialization in cotton 
textiles. The real question lurking behind the statistics is: How should this 
challenge be met? The answer is critical today for cotton textiles, and it is 
vital fer many other industries in the years ahead. 

The time has come to shake off complacency, to be dissatisfied with temporary 
expendients, to take a long look ahead, to clarify feasible objectives, and to 
follow such policies, in business and in government, as will help us achieve these 
objectives. This, I submit, should be the charter and the philosophy of the 
new Textile Advisory Committee. 
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These are the areas in which we should be doing basic factfinding, thinking, 
and policy formation: 


INFORMATION : WORLD SUPPLY AND DEMAND 


First, since our U.S. cotton textile industry does not operate in a vacuum, 
it is only the heart of commonsense to get a clear and detailed picture of the 
state of cotton textile manufacturing throughout the world, including projected 
trends over the next 10 to 15 years. This would place in perspective our own 
industry and its prospects. In other words, what do we face? This kind of 
information is essential to sound business decisions and sound Government policy. 
The obtaining, analysis, and diffusion of this information can only be done by 
the Federal Government. 

Equally important is a picture of the present and prospective markets for 
cotton textiles throughout the world. This is vital in order to help us analyze the 
potential threat to us of increasing world capacity. It is also important for us 
to be on the alert for new markets overseas for our own products. This kind 
of information should not be gathered only once, but should be kept up to date, 
and placed at the service of our industry. We ought also to know more about 
the cotton production and manufacturing capacity of Red China. We should 
not be afraid to explore the effect of expanded trade in food and fiber between our- 
selves and our allies and Red China. The importance of greater diversion of 
Japanese and Hong Kong cotton textile products to the Asian mainland is obvious. 

The Textile Advisory Committee should imaginatively seek legitimate ways 
in which our Government apparatus can help spark a new, systematic, and ag- 
gressive exploitation of new world markets. For example, through cooperation 
between the Departments of Commerce and State, it could, from time to time, 
bring together design and sales experts in the industry and economic attachés 
from our many diplomatic posts abroad to discuss market opportunities, style 
and design preferences, ete. 

RESEARCH 


Our second requirement—after we know more about present and probable world 
conditions of supply and demand—is to possess more knowledge about domestic 
supply and demand, and about the uses of textile products. The sixth recom- 
mendation of the Pastore report is pertinent and thought-provoking on this 
point : 

“6. It is evident that the textile industry needs and wishes to have an ex- 
panded research program. The dilemma facing the industry has been how to 
finance the additional research that is needed in the face of dwindling earnings. 
We recommend that some proportion of custom duties collected on textile 
products entering the United States be used to finance research—especially basic 
research designed to find new end uses for textile products, and economic re- 
search which would aid the industry in planning its future production program. 
Some of this research could be conducted by existing Government agencies. But 
grants could also be made to universities and other research organizations 
capable of effectively assisting the textile industry. There is a need, for 
example, for sound projections of the future industrial and consumer demand for 
textile products; for a well-conceived and carefully executed program of market 
research and for an expanded program of basic research to develop new indus- 
trial and consumer uses for fibers and fabrics. The Textile Interagency Com- 
mittee mentioned in our first recommendation could be assigned the responsibility 
of supervising the program of research activities suggested here.” 

Although basic textile research should be stepped up, there is also a need for 
utilizing the fruits of existing research. It seems to me worth some exploration 
to look into the extent to which there are useful but unused ideas which have 
been the subject of patent applications, both successful and unsuccessful. The 
Small Business Administration publishes a monthly bulletin of newly patented 
products in which smal! business firms might be interested. It would seem to 
me a wholly legitimate function for government to help its “crisis industries” 
to the extent of improving the dissemination of useful ideas. 


CcosTs 


The third major area of attention—and perhaps the most obvious—is that 
of costs of operation. 

The cost of plant and equipment can be made less burdensome—in effect, 
an be reduced—by more realistic depreciation rates to reflect the customary 
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three-shift operation. Again, I can do no better on this point than to quote the 
seventh recommendation of the Pastore report : 

“7. Depreciation rates now contained in Bulletin F° of the Internal Revenue 
Service are obsolete. These rates are based on the assumption that textile 
machinery is operated on an average of 2,000 hours per year. With three-shift 
operations, much textile equipment in this country is operated at 6,000 hours 
per year, and the useful life of such equipment is correspondingly shortened 
The current, long-term depreciation rates are hampering investment in an jn. 
dustry which must step up its modernization program if it is to remain viable, 
We recommend that at the earliest opportunity the Internal Revenue Service 
publish a revised schedule of depreciation rates taking into account current in- 
dustry practices which would permit a more rapid writeoff of new equipment 
for tax purposes.” 

The most glaring, and most indefensible, shackle on the cotton textile industry 
is the present two-price system under which all overseas mills can purchase our 
cotton at a 34 percent discount, which is denied the domestic mills. The gap 
between prices of cotton to foreign and domestic mills has recently widened, | 
doubt that, in the long run, it is wise to give such a discount, merely to aid the 
movement of our cotton crop. Present legislation, passed last year, is intended, 
over a period of years, to remove the two-price system. In the meantime, so 
long as there is any differential, there is an acute injustice being committed 
every day to our cotton industry. Its very existence is justification for the kind 
of countervailing duty to compensate for the differential, as described in the 
ninth recommendation of the Pastore report, and for H.R. 4085 and 8. 314. 

The first order of business of the new Textile Committee should be to find ways 
and means to expedite termination of the two-price system, and interim methods 
of compensation to the industry. 

Apart from plant, equipment, and materials, the third major item of cost is 
productivity. This, in the last analysis, depends greatly on the efficiency of 
equipment and method. Private and governmental research activities, of course, 
lead to this end, as well as more effective dissemination of existing knowledge. 
There will be, increasingly, another source of ideas and techniques tending to 
improve productivity. It is the techniques employed by other countries.  Al- 
though much of textile production techniques may remain shielded by the cloak 
of trade secrets, much of it—as in this country—is commonly known and often 
published. Again, the Textile Committee would perform a valuable service if 
it could enlist the efforts of the State and Commerce Departments in the 
systematic collection and distribution of all relevant information. 


FRADE POLICY 


A sensitive administration of quotas by categories, fluctuating according to 
changing conditions, would seem to be increasingly necessary during the next 
5 years, unless the industry’s share of the domestic purchasing dollar greatly 
improves. Perhaps more useful than the quota itself is the certainty that it 
would be promptly applied to avoid a massive invasion of a category or drastic 
price disorder. That is, if a manufacturer in country X were to know that 
overemphasis by him in a particular line would predictably bring the imposi- 
tion of a category quota, the possibility is that he would not make too heavy 
an investment in tooling up for a short-lived venture. Hence, it may be well 
for the Textile Committee to frame a statement of policy which, if adopted 
by the Executive, would serve notice on other countries that there would be 


no bonanzas for overconcentration on particular lines 

\ modest but helpful achievement would be the faster processing of escape 
clause and peril point cases There is some merit to certainty about such 
matters whether a decision is favorable or not 

FOREIGN ATID 

The fourth recommendation of the Pastore report was restrained aud reason- 
able. It did not call for purchase of all textile commodities in the United States. 
What it said was this: 

“4. * What we suggest is that careful study be made of the long-run conse- 


quences of further expansion of world textile capacity before additional grants 
be made to other countries to expand their own textile production for the 
international market There need be no fear of a lack of other investment 
outlets. And while the textile industry is attractive to underdeveloped countries 
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pecause Of the large number of jobs created per dollar of investment, there 
are numerous alternative investment opportunities which would provide new 
job opportunities and rising income in those countries.” 

As the result of two amendments to the Mutual Security Act which I sponsored 
last year, no development loan can be made without a consideration of the 
impact of the loan on our domestic economy. Moreover, studies must be made 
of the impact of our entire mutual security program on our economy. There have 
peen, in Sudan, and Ethiopia, loans approved for the establishment of textile 
mills. In accordance with the new loan criterion, the possible impact on our 
economy was carefully considered. However, what was not considered was 
(1) whether, in the foreseeable future, the country in question could be a custo- 
mer of the United States or any of our competitors, and (2) how such a country 
fitted into the worldwide picture I have mentioned before. That is, if India 
could be expected to supply Sudan in the next decade, or if Sudan eventually 
could be a cash customer of ours, or of India, or of Japan, then it is not far- 
sighted to assist such countries to enter the industry. Nor is it a favor to them. 

It may therefore be appropriate for additional and very stringent criteria to 
be involked whenever U.S. assistance for competition to our crisis industries is 
sought. 

On the positive side, Public Law 480 should not be abandoned as a useful 
means of assisting the industry. Last year Congress added cotton textile 
products to the list of goods which could be sold overseas for local currency. 
In the case of textiles, local currency could be received as payment for only 
the raw material part of the cost. The remainder had to be paid in dollars. 
The Department of Agriculture, it is only fair to say, did not view this amend- 
ment with approval. It has never made serious efforts to make this provision 
helpful It has not surveyed markets to see if a deal for part local currency, 
part dollars would appeal to a buyer. 

It may well be that more careful and sympathetic exploration of the possi- 
bilities of Public Law 480 would be fruitful. For example, resort to Public Law 
480 could be conditioned on a depressed condition in textiles. It could be viewed 


as a counter cyclical weapon 


STABILITY IN THE INDUSTRY 


Recently the industry has experienced 2-year cycles of prosperity and depres- 
sion. Let me quote from page 10 of the Pastore report: 

“One factor contributing to the periodic variations in textile output is the poor 
state of knowledge in the industry about the inventory situation at a given time 
and its effects on future prices This is due to the lack of reliable and timely 
statistical data on the general state of the market—i.e., the relationship between 
production and inventories or the flow goods through the production and market- 


ing pipelines. Some industry spokesinen testified that there is need for greater 
discipline within the industry, and suggested that improved statistieal data 
would permit mill managements to gear production more closely to the current 


) . ‘ 1 
level oO demand 


Not only could the Textile Committee initiate the collection and publication 


of this dat but it could itself, by virtue of its meetings and discussions, be a 

aj ibilizing force, a so e of discipline voluntarily acted upon by the in- 
dustry} \{t least the effort seems well worth making. Naturally, all possible 
ntitrust implications would have to be thoroughly studied. 

Only in the context of a determination to take the long view nd to help textiles 
survi i prosper tl new world of omnipresent competition does a bill such 
as H.R. 4033 or S. 314 ake sense. Without attention to these matters, the 
ind ! ( af re of the most vigorous competition, ill prepared to meet it 
The « { bsidy of H.R. 4023 would help slow down the rate at which the boat 
sinks 

\j Hloward outimal ce president of the Bates Manufacturing Co., has 
fit ( { "1 » between I Ch sa il Lie Clie {us \ 
is ! I te ed ! relutionshi] 
betwee! i ! playel There are certain things Uncle Sam can do to 
prepare the ce n te lustry for its toughest competition It can help 
get and spread the facts of life today and tomorrow. It can help stimulate 
bas hnical and momic research. It can dramatically lower costs of 
operation through realistic depreciation rates and abolition of the 34 percent 
discrimination ag st domestic plants in cotton pricing. It can more sensi 


tively ad nister the safety valves of quotas, and escape clauses It can help 
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acquire and distribute information on foreign markets and foreign techniques, | 
It can exercise restraint when asked to add to the world’s textile capacity by | fect 
loan or grant. It can, particularly in times of textile depression, distribute | we f 


textile products under Public Law 480 to needy peoples. And it can aid the imp 
disciplining of the industry by the collection and analysis of production, sales, | 
and inventories data. com 
No one of these things can be called a crutch. There are other industries | I 
and economic pursuits where much more in the nature of government assistanee | agal 
is both asked an’! received. tem. 
Let these things be done, however, and watch our cotton textile industry | last 
enter the lists without despair. But, first, take the shackles off its feet. Pp 
Mr. Corrix. And following my remarks I would like to have per- | gey¢ 
mission to insert the statement of my colleague, C ongressman Oliver, met 
after whatever colloquy takes place together with interjections. | allc 
Mr. Gatuines. Yes; that may be done without objection. W 
Mr. Corrin. I shall not take any extensive period of time. firm 
In my statement I use this hearing as a forum for discussing the cate 
several problems i in the cotton industry. ie 
My first major heading is the need for information as to world rest! 
supply and demand, and I make the suggestion that what we need f:i 
to keep our own industry in perspective is to see what the present quot 
world capacity is and what it is apt to be in the next 10 or 15 years, I 
Also, we should see what the demand is now and what it is apt to be ga¢j, 
over the next 10 or 15 years, because we ought to be interested in seeing | gin 
how we can get new markets. | ont 
I am not speaking of new markets abroad, alone, but domestic a Jap 
well. There may be some areas where the high style of goods of 2 4 | fore 
type we can produce would be competitive, and certs nly T feel that af 
if the new textile committee would interest the Department of State savi 
and the Department of Commerce in cooperating we could get a great | jo, 
deal of ation from our attachés abroad in some 80 countries | The 
that might help us to be aggressive in getting markets. This seems hh 
to me is what we have todo, We are in an era of world industrializa- | yf 
tion. We do not have the world to ourselves. We just have to go | jp ¢ 
out and use every asset at our disposal, both in private business and imp 
in government, to try to just glean every market that we possibly can. | two 
I am not prepared to say that we cannot get markets abroad. We 
The second heading in my statement is ‘ “Research.” I draw UPON | gor 
one of the recommendations of the senatorial committee with regard T 


to the need for basic research in textiles. They have not been ‘able find 
to do as much as in other industries because of generally low profits, | pot 
and with this fluctuating 2 year cycle between. As Mr. Troutman exp 
said, they have been building up the pipeline and then shutting it I 
off, until the pipeline is empty, and then building it up again. This ‘has 


coul 
not been conducive to a strong research program. nex 
The third area is costs, the cost of plant and equipment. Sud 


The senatorial committee had a very interesting point with regard | Jf y 
to depreciation rates which they say were based upon operating looms 
on one shift. Most mills today operate on three shifts. If you could 
make your depreciation rate reflect the highly increased activity you 
would be attacking one of the problems that Mr. Poage was tackling the ther 
in his series of questions. You would be helping reduce the cost of | intl 
operation, and, also, combatting the 34 percent discount. ’ 

I think it has been a little bit unrealistic to face this as Mr. Poage | say 
has with just this context on exports. I think his remarks are per- als 
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fectly appropriate, but the other side of the coin, the imports that 
we face in our domestic industry, is, certainly, as Mr. Poage realizes, 
important. A 34-percent disc ount is a definite shackle when we try to 
compete in our own domestic market. 

I have supported the Poage bill before and I am prepared to do it 
again. ‘This is the best program for eliminating this two-price sys- 
tem. We are eliminating it gradually under the legislation passed 
last year, but I would like to see that expedited. 

Productivity is the third item. There are many ideas that have been 
developed, many patents that have been developed. And it seems to 
me that we need to communicate all of the knowledge that we have to 
all of the industry that we have. 

When we come to trade policy I would like to see us have a pretty 
firm policy announced in advance, that if we see in a particular 
category the market is in danger of being flooded, that the foreign 
manuf wcturer will know that we will act promptly to place reasonable 
restrictions by categories on these imports. I think the announcement 
of the policy would be as effective as the actual imposition of the 
quotas themselves. 

I think the Japanese have generally lived within their quota fairly 
satisfactorily, and part of the reason is that they know it would be 
stirring up a hornet’s nest if they did not. But it has been uncertain 
as to whether we would be firm in our biennial negotiations with the 
Japanese, whether we would be firm on particular « categories. A 
foreign manufacturer, may feel, “If you get into a category you are 
in for a bonanza. sut if he knows that we will be fairly prompt in 
saying we are not going to wash out this category, however minor 
the category is, he will not clean it up in its entirety in that category. 
The mere announcement of the firm policy would be helpful. 

In foreign aid I have this suggestion. I was able to get into the 
mutual security legislation a year ago a provision fora fourth criteria 
in the Deve ‘lopment Loan Fund. That is, you have to consider the 
impact on the domestic economy of a loan. There have been at least 
two loans made for textile mills, one to Sudan, and one to Ethiopia. 
We have had very thorough consideration of the impact on our 
economy of those loans. 

The State Department has found, and I do not challenge the 
finding, that Sudan and Ethiopia are not markets for us. They do 
not buy cotton from us in any substantial quantity. They would not 
export tous. They would consume it in their countries. 

I think, perhaps, with the world situation in textiles with every 
country entering the market, being tremendous competitors in the 
next five years, we ought to ask a further. question: Are Ethiopia and 
Sudan potential customers? If not for us, then for India or Japan ? 
It would be just as desirable if the Ethiopians and the Sudanese could 
buy from India and Japan—and that would relieve some of the pres- 
sure on us. 

I do not think we are doing a great favor to other countries by urging 
them to go into an industry where we might have an overproduction 
inthe next 10 years. I think we could broaden our consideration there. 

We were able to keep a provision in Public Law 480, last year, 
saying that to the extent of the price of the raw cotton textile products, 
cotton textile exporters would be eligible for Public Law 480 funds. 
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This has not worked at all, because the major cost, the overhead cost 
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has not been allowed. I think it is fair to say that the Department | e 
has not been at all enthusiastic about the addition to Public Law 480, M 
Mr. Gatruines. What volume did they move ? | in si 
Mr. Corrrn. Nothing. There had not been a single deal consum- | surf 
mated. I do not think there has been any serious attempt to do go, | eat 
We had hoped that we might be able to find an area where a buyer 
would say, “We will be glad to pay $6,000 in local currency for the | tuni 
raw cotton component and $4,000 in U.S. dollars,” but we have not | the 
been able to find that deal. com] 
I think in this area we can, certainly, explore whether or not Public ox 
Law 480 can be used as a vehicle. cons 
I make the suggestion in my statement, at least, that it may be used | At 
as a vehicle, as a counter cyclical vehicle, when textile hits the bottom. | Co., 
At the point Public Law 480 could be used to help even out this cyele, | es 
and to get the industry back before the mills liquidate and close, as | Gon; 
they did in Saco. Bate 
Finally, I have a word about stability in the industry. Perhaps, | ° 1 
the textile committee, by building up an esprit within the industry _ 
can do something by way of collecting and publishing statistics on | gistr 
inventory sales and production that will help avoid the cycles year | whic 
after year that drive young people away from entering the industry, | conv 
make problems of management terribly difficult, and add to the gen- | = 
eral inability to compete aggresively, as they should. Ne 
That isa summary of my statement, Mr. Chairman. Chin 
I have already asked permission to have Mr. Oliver's statement | ¢us 
and his attachments put into the record. = 
Mr. Garuines. Mr. Oliver was here all morning. He had to leave, ire 
Are there any questions? 15m 
Mr. Tracur of California. You do not think that you and I have | situa 
been making a mistake voting for the mutual security program ? Men 
Mr. Corrix. I do not think so. I do not think any of my textile | bales 
people think so, either. | subsi 
Mr. Teacur of California. I do not think so, either. I sort of got | took 
an undertone that it was responsible for some of the troubles. ph 
Mr. Corrtn. I think this that we can have a mutual security pro- | gqne 
gram, but still be sensitive, and more so as time goes on, to some of the | In fs 
problems of our industry. the ] 
I talk about how we can administer our loan program in such a = 
way that it would be just as effective with other countries. I suspect | o¢ oy 
that it is very rare that in a given country the only feasible project | loss. 
of economic development is a textile plant. At least, I think that we} the! 
ought to make the most exhaustive exploration of the needs of that 
economy to see if some other vehicle is not as well suited to their | that 
economy. Chai 
Mr. Tracve of California. I think the remarks you made in your! | Th 
formal statement along those lines are well taken. | — 
Mr. Corrtn. I appreciate that. is a 
Mr. Gatuines. Thank you so much for your statement. | and r 
Mr. Corrin. I appreciate the time of the committee. _ | Th 
(The prepared statement of Hon. James C. Oliver, First District, | Pm 


Maine, is as follows:) 
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TESTIMONY OF Hon. JAMES C. OLIVER, A MEMBER OF CONGRESS FROM THE FIRST 
DISTRICT, MAINE 


Mr. Chairman, thank you for this opportunity to appear here this morning, 
in support of S. 314, which, if enacted, would make 250,000 bales of America’s 
surplus cotton available to domestic textile mills at those prices which will 
enable us to recapture an equitable share of the world market for manufactured 
textile products. 

Once again, Mr. Chairman, your committee has within its power the oppor- 
tunity to enable our domestic textile industry to compete in world markets with 
the textile production of the low and practically slave labor cost of foreign 
competition. 

It has been 2 years and tens of thousands of lost textile jobs since 1957 when 
this same issue was last before this distinguished. committee for similar 
consideration. 

At that time, the late Lester Martin, former president of Bates Manufacturing 
Co., of Lewiston, Maine, representing management, and Michael Schoonjans, 
of Biddeford, Maine, representing textile labor, urged favorable action on a 
similar bill which had been passed, unanimously by the other body of the 8th 
Congress. But, no action was taken. As a result, the York division of the 
Bates Manufacturing Co., in my district, closed down permanently with a loss 
of 1,400 jobs. Subsequently, the Saco-Lowell shops, the well-known textile 
machinery manufacturing company, curtailed its operations and moved its en- 
tire operations in textile machinery manufacturing out of Maine. Again, my 
district and State suffered the loss of hundreds of good paying, permanent jobs 
which had been traditional in Maine for several generations. It was the 
conviction of our leaders in the textile industry, both management and labor, 
that this disaster could have been avoided, if this legislation had then been 
adopted. 

Now, we find that the impact of the loss of foreign markets to Japan, Red 
China, Korea, Hong-Kong, Pakistan, and other miserably low-wage areas is 
causing great concern to the entire textile industry of America. Exports of our 
textile products have declined from 114 billion yards in 1947 to one-half billion 
yards in 1958. This, Mr. Chairman, amounts to a loss of 10 percent of the en- 
tire domestic production. At the same time, textile imports have increased from 
15 million yards to 200 million yards, an increase of well over 175 percent and the 
situation grows worse daily. 

It is pertinent to note that, in terms of bales of cotton, imports of foreign 
textile products represent an increase in the 1948-58 period of 37,510 to 286,630 
bales. This total will surely increase as a result of the increase of the export 
subsidy for raw cotton from 6% cents to 8 cents per pound, which, I understand, 
took effect on August 1. Surely, growers of cotton in America must appreciate 
the necessity for immediate and favorable action on 8. 314, Mr. Chairman. 

With exports declining and imports increasing, our own people are being 
squeezed in a real bind, especially the American taxpayer and our unemployed. 
In fact, based on recent estimates published by the Bureau of Labor Statistics, 
the Biddeford-Sanford area in my district suffers from the highest unemploy- 
ment rate in the entire country. 

The impact of this intolerable drag on the domestic textile and cotton segments 
of our economy is far reaching. The immediate effects of unemployment and 
loss of earnings are of the greatest concern to all of us. In addition, however, 
the long range impact, stemming from the lack of confidence of textile manage- 
ment, has caused an unwillingness to institute long-range planning as well as 
an accelerated trend toward substitution of other materials for cotton. I know 
that this impact should and does concern every member of this committee, Mr. 
Chairman, 

The temporary raise in textile business, which is now being enjoyed, should not 
be allowed to obscure the basic factors which are known to all of us. The con- 
stant overhanging threat of foreign competition depresses the entire industry and 
is a continuing inhibition to the confidence necessary for long-range planning 
and research. 

The threat, posed by low-cost foreign competition, will not dissolve just be- 
cause we do not like it. Instead, it will increase because of low raw material 
costs enjoyed by foreign competition, not only resulting from our 8 cent export 
subsidy, but also due to the availability of raw cotton from Red China and other 
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foreign areas. These factors added to increased technical know-how and trained 
labor in these areas constitute a real problem for us. 

This calls for a positive program as Senator Pastore proposed in the report, 
resulting from last year’s hearings before the Senate Special Textile Subcom- 
mittee. S. 314 is one step forward toward this objective. 

Delay will only make the inevitable decision all the more difficult. If we 
are to have a domestic textile industry in the future and a cotton segment of 
our domestic economy to produce the raw material for such an industry, then, the 
cotton producing areas of the Nation and the textile manufacturing areas must 
move forward together. 

In my opinion, S. 314 is one common tool that we can forge for our common 
welfare. I urge the immediate favorable reporting of this bill. Time is not 
running in our favor. 


As part of my statement, I ask permission, Mr. Chairman, to have inserted in 
the record at this point, copies of correspondence from H. Gosselin, Bates Man. 
ufacturing Co.; Michael Schoonjans; Denis Blais. 


TEXTILE WORKERS UNION OF AMERICA, 
- BIDDEFORD-SACO JOINT BOARD, 
Biddeford, Maine, July 30, 1959. | 


Congressman JAMES C. OLIVER, 
House Office Building, 
Washington, D.C. 

Dear Jim: As per our phone conversation, I am sending you, herewith, some 
material that may be of some use to you in trying to adopt legislation that may 
save thousands of textile jobs in the State of Maine. 

At the last session of Congress, the Honorable Margaret Chase Smith, senior 
Senator from Maine, was successful in having the U.S. Senate adopt S. 314. 
Had the House acted in a similar fashion, 1,400 textile workers would still be 
employed at the York Division of the Bates Manufacturing Co. because, on 
several occasions, the late Lester Martin, president of the Bates Manufacturing 
Co., had publicly stated if the Smith bill was adopted by Congress the York 
Division in Saco would live. However, 1 am sorry to say that Congress adjourned 
before any action was taken in the House of Representatives and 1,400 textile 
workers were thrown out of work causing great suffering, as you know, in 
the communities of Biddeford and Saco. 

Unless the House of Representatives passes this legislation, there is a great 
danger that 2,200 more textile jobs could be eliminated in the Pepperell 
Manufacturing Co. 

As you know, some textile manufacturers generally have been slow in 
recognizing the benefits to be derived from S. 314. I am convinced that it 
is because they do not understand the bill. 

It is our opinion that 8S. 314 would help the entire textile industry because, 
under its provisions, the United States would not only export raw cotton but it 
would export cotton products made by American labor. It is my understanding 
that it could conceivably take a billion yards of American-made cloth off the 
domestic markets, thus eliminating overproduction and giving steady employ- 
ment to all textile workers. It naturally follows that, if we eliminate the over- 
production which the industry consistently experiences, liquidations of mills 
will stop and the price structure in the domestic markets will be strengthened 
so that the textile workers of this country will then be in a position to inerease 
their income and enjoy the benefits that their production would bring. It 
matters not which company would do this export business. The important 
thing is to get rid of the cloth which the looms in operation now produce and 
which cannot be sold in the domestic markets for a great number of reasons. 

In 1947, American mills exported 114 billion yards of cloth. Las year, exports 
totaled 500 million yards; a loss of 1 billion yards or approximately 10 percent 
of the entire domestic production. S. 314 states that the price of cotton which 
the Commodity Credit Corporation would have to provide would have to be 
such as to enable the industry to recapture the level of exports it enjoyed during 
the period 1947 through 1952. 

A lot of textile manufacturers complain about low Japanese and Hong 
Kong wages and here we have an equalizer, through the price for cotton, that 
could well save thousands of American textile jobs. 

We do not hesitate to send billions of dollars for foreign aid but it is our 
firm belief that charity begins at home and I repeat: Had the House of 


i 


ane ete $e 





Re 


ste: 
fro! 
yar 
the 


gro’ 
con 


and 


proc 
tion 
legi 
adn 
star 
pas 


Cot 
pas: 
cott 
ama 
legi 
by 1 
equi 
pric 
that 


I do 

N 
as ¢ 
ex] 
vide 
face 
cent 
coun 
If s 
tries 

As 
This 
in tl 
texti 
botti 
inab 
lem | 
were 
finar 
woul 





ed 


rt, 
m- 


me 
ay 


ior 
14, 
be 
on 


ing 
rk 
1ed 


‘ile 
in 


pat 
‘ell 


in | 
it 


ise, | 
t it 
ing | 
the 
oy- 
er: | 
ills 
1ed 
ase | 
It 
ant 
ind 


rts | 
ent | 
ich 
ing 


mg | 
hat 


yur 
of 


COTTON TEXTILE SUBSIDY 57 


Representatives adopted S. 314 at the last session of Congress, I am positive 
that 1,400 textile workers would still be gainfully employed in the York mill. 
Sincerely, 
MICHAEL SCHOONJANS, 
International Representative. 


BATES MANUFACTURING Co., 
Lewiston, Maine, July 28, 1959. 
Hon. JAMES C. OLIVER, 
House of Representatives, 
Washington, D.C. 

Deak Mr. OLIVER: I am writing to you about S. 314 at the suggestion of our 
mutual friend, Mike Schoonjans. Mike has done a great deal for this legisla- 
tion and we at Bates have high regard for him. 

The provisions of 8S. 314—to make some of America’s surplus cotton available 
to domestic mills at prices which will enable these mills to recapture their 
equitable share of world markets—would go a long way toward solving the 
problems which have plagued the textile industry. 

The history of the textile industry in the past 12 years has been one of 
steadily declining exports and steadily rising imports. Exports have dropped 
from 1% billion yards in 1947 to 500 million yards last year, a loss of 1 billion 
yards of business, or about 10 percent of the entire domestic production. At 
the same time, imports have soared from some 15 million yards to more than 
200 million yards, an increase of well over 175 percent, and this situation is 
growing worse by the day, particularly in view of the tremendous shipments 
coming from Hong Kong. 

The provisions of 8. 314, as you well realize, deal with the export problem 
and not imports. There has been a great deal of shouting in and out of the 
textile industry about imports which are about 3 percent of the entire domestic 
production and, of course, a serious threat, but there has been too little atten- 
tion paid to the loss of exports, 10 percent of the production. S. 314 is the only 
legislation I know of which deals with this. It is unfortunate also, and I must 
admit this even as a member of the industry, that too many people don’t under- 
stant the merits of this legislation and have not lifted a finger to assist in its 
passage. 

A perfect example of this occurred just about 10 days ago when the American 
Cotton Manufacturers Institute (ACMI) in its weekly bulletin reported the 
passage of 8S. 314 in the Senate and stated that, under the legislation, surplus 
cotton would be made available to domestic mills “at world prices.” I was 
amazed to see that even this so-called powerful group missed the “meat” of the 
legislation. S. 314 would make surplus cotton available “at prices’ determined 
by the Secretary of Agriculture so as to enable the industry to recapture its 
equitable share of world markets. There is a vast difference between the world 
price of cotton and the price under 8S. 314. The ACMI bulletin proved to me 
that ACMI does not understand §S. 314 or has not even bothered to analyze it. 
The same can be said about others who are clamoring for textile legislation. 
I don’t make it a practice to criticize but I want you to have the facts. 

Now for the merits of the legislation—if mills were provided surplus cotton 
as called for in S. 314, the industry would be able to recapture much of the 
export business it has lost. The price of the cotton which mills would be pro- 
vided would equalize the cost disadvantage which American manufacturers 
face because of the ridiculously low wage paid in foreign countries, about 15 
cents an hour in Japan and about 6 cents an hour in Hong Kong. Many foreign 
countries are looking for high-styled American cottons but at competitive prices. 
If S. 314 were enacted the American textile industry could provide these coun- 
tries with American goods at competitive prices. 

As you know, the industry has been constantly plagued with overproduction. 
This has caused numerous liquidations and some 150,000 jobs in New England 
in the past decade. It has also meant that the price structure for American 
textiles has been extremely weak, resulting in the industry being close to the 
bottom of the totem pole insofar as earnings are concerned and the consequent 
inability of the industry to pay higher wages to textile workers. If this prob- 
lem of overproduction were solved, and we feel strongly that it would be if S. 314 
were enacted, the textile industry would once again prosper, it would have the 
financial ability to modernize, liquidations would stop, and textile workers 
would fare much better. 
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I did not mean to be as lengthy as I have been but, in view of Mike’s sugges. 
tion, I thought that I should present to you the facts regarding the bill in ques. 
tion. If you would like additional information, please do not hesitate to be jn 
touch with me. I am enclosing for your further information a copy of a state. 
ment which I made before the Senate Subcommittee Investigating the Problems 
of the Textile Industry last September. Best regards. 

Sincerely, 


Mr. Gatruinas. We would now like to hear from Mr. Hemphill of 
South Carolina. 


STATEMENT OF HON. ROBERT W. HEMPHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE FIFTH DISTRICT OF THE STATE OF 
SOUTH CAROLINA 


Mr. Hempuiti. Mr. Chairman and gentlemen of the committee, 
I thank you for giving me me opportunity to appear before you this 
morning regarding H.R. 403: 

Of course, I have long co interested in problems that our textile 
manufacturers must meet, problems not only in the day-to-day man- 
agement of a highly competitive industry but, increasingly of late, 
problems resulting from the rising competition from low wage foreign 
manufacturers. 

The inroads of these foreign textile imports endanger not only 
the jobs of textile workers in our mills, but they also injure our cotton 
farmers. The best customer of the U.S. cotton farmer is the U.S, 
textile industry, which annually buys about two out of every three 
bales grown. 

The awareness of these problems and the concern manifested in 
this committee is most encouraging. It was with great interest that 
IT studied H.R. 4033, introduce ed by Congressman Me Intire. 

The basic purpose of the Me Intire bill—to increase U.S. textile ex- 
ports and regain lost markets for U.S. goods—is indeed commendable. 
The bill seeks to correct an intolerably unfair situation. 

However, in studying the bill it seems to me to strike at only a part 
of the basic causes which have brought about the loss of our U.S. textile 
export markets over the past few years. Piled on top of low overseas 
wages in foreign textile mills is a raw cotton subsidy progteas that 
gives foreign textile mills a material cost advantage of about. 25 per- 
cent; that 1s overseas mills pay 8 cents per pound less than U.S. mills 
must pay for U.S. raw cotton. Of course, our mills are effectively 
shut off from raw cotton sources by a rigid import quota. 

The far price support programs have resulted in Government owner- 
ship of huge stockpiles of raw cotton, leading to the two-price system 
on raw cotton. While U.S. raw cotton prices are held near support 
levels at home, they are cut to increase U.S. raw cotton exports in 
world markets. 

With the intiation in 1956 of the cotton sales export program to 
subsidize cotton exports and move the Government’s stoc kpile of raw 
cotton, inequitable treatment was being accorded the U.S. textile 
industry. Consequently, the USDA cotton products sales program 
was initiated in August 1956 as a means of offsetting the cotton cost 
disadvantages which U.S. textile manufacturers faced in world textile 
export markets. This program, patterned after the raw cotton ex- 
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port program and called the equalization fee program by the cotton 
trade, has worked well and it has received the acclaim of both industry 
and Government administrators. That ismy opinion on that subject— 
my personal and professional opinion. 

As I understand the language of H.R. 4033, it would require the 
Secretary of Agriculture to m: ake raw cotton available to U.S. mills 
at such prices as would pe rmit textile products made from this cotton 
to be exported at such prices that they would regain their fair historical 
share of world markets, defined as the average of exports in the year 
1947-52 

May I depart from my prepared text? After preparing this, in 
the research I was doing, I believe that the years 1947 to 1952 are 
the most substantial years and the best years for a base, because that 
was right after the war. Of course, there was a market for cotton 
goods ‘during that period which developed because of the shortage 
dur ing the war. 

Now the purpose of H.R. 4033—to regain the fair historical share 
of textile exports—is, of course, quite the same as that of legislation 
already passed by the Congress. I refer to the law which requires 
the Secretary of Agriculture to price raw cotton exports at such 
levels that U.S. raw cotton will move into export. markets and main- 
tain U.S. cotton exports at a fair historical level. 

I am, therefore, in hearty agreement with the purpose of H.R. 4033. 
It follows the precedent set by law for raw cotton. 

Nevertheless, as I study the present language of H.R. 4033 I am 
concerned whether it may inadvertently conflict with the present 
textile export program now being administered by the U.S. Depart- 
ment of Agriculture. If this indeed should be the case, then I am 
led to suggest the possibility that it would be advisable to amend 
H.R. 4033 to require that so long as the Government continues a two- 
price system on raw cotton in order to maintain a fair historical 
share of the world market, the Secretary of Agriculture would be re- 
quired to carry out a similar program for cotton textile exports so as 
to regain the fair historical position of 1947-52. 

In discussing H.R. 4033 with various interested persons in Govern- 
ment and in the textile industry, I find there are serious questions 
and grave doubts in their minds about how H.R. 4033 in its present 
form would be administered. 

It is apparent that many grave administrative difficulties would 
eo H.R. 403 3 presently dr afted : 

. Form the Government’s point of view it would be a difficult if 
ios ‘impossible task to try to police and trace specific bales of cotton 
allocated under the bill. Textile manufacturers, for example, would 
be subject. to severe penalties (I believe the bill provides $5,000 fine 
and 5 years) should the law be infringed through inadvertently allow- 
ing any of the specially priced cotton for export to be sold into the 
domestic market as manufactured products, even though other cotton 
intended for domestic use were substituted and exported in textile 
produc ts, 

An unnecessary burden would fall on textile mills; they would be 
required to keep exact. records of the movement of specially priced 
raw cotton through spinning, weaving, finishing, etc., on its way to 
export. 
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Cotton costs make up about 50 percent of gray cloth manufacturing 
costs. ‘These cotton costs cannot fall to competitive world levels 
under an artificially high Government support program. As long 
as this program continues, U.S. mills will find it difficult if not impos. 
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sible to compete with low-wage countries and regain overseas markets | 


without an equalizing program. 

Of course, neither the cotton sales export program nor H.R. 4033 
contains any measures as presently written to protect U.S. textile 
manufacturers from the mounting volume of foreign-made textiles 
that are manufactured from the U.S. Government’s subsidized raw 
cotton exports and shipped back to the United States in the form of 
textile and apparel products. 

I thank you for your courtesy. I will be glad to try to answer 
any questions that you may have. 

Mr. Gatuines. Thank you very much. You have made a very fine 
statement. 

Are there any questions of Mr. Hemphill ? 

Mr. Hemputw. I would like to insert, as a part of my statement—I 
forgot it before—if I may, this data. The gentleman from Texas 
questioned an earlier witness, and the gentleman from Arkansas, as to 
the 11144-cent figure. I have here for the committee, I hope, some 
information of consequence of the equalization payment rate as of 


July 31, 1959, which shows classifications of cotton and ranges from | 


7.14 cents to 11.10 cents based on the class of goods. 

Mr. GaTuines. Without objection, that data will be made a part of 
the record at this point. 

(The tabulation is as follows :) 


EQUALIZATION PAYMENT Rates, Cotton Propucts Export OFrricE, ANNOUNCEMENT 
CN-EX-3 (REVISION 1) 
Rate Issuance No. 36 
Period covered: August 1, 1959, through August 31, 1959. 
Date of issuance: July 31, 1959. 
The base equalization payment rate for sales made during the above period is 
7.93 cents per pound. Equalization payment rates by classes are as follows: 








| Equalization Estimated Equalization | Estimated 

Class | payment minimum Class payment minimum 

rates poundage ! rates poundage 
A : 7.14 421 H 11, 10 271 
B 8. 41 357 || I 5. 55 541 
Cc 7 bs 8. RS 338 || J 6. 58 456 
D biked dodehe 9. 04 332 || K 7.14 | 421 
E J 9. 28 324 || L ; 4. 20 715 
F 9.44 318 || M s 9.91 | 303 


G ning 9.75 308 || 














1 For guide use only if 1 class registered. 


See section 482.7 of announcement CN-EX-3 (revision 1) for cotton products 

included in various classes. 
A. A, GARDA, 

Chief, Cotton Products Export Office. 


Mr. Garuines. Are there any questions of our colleague? If there 
are no further witnesses this morning, we will keep H.R. 4033, that 
is, the hearing on it active. We will just postpone t 
tion until a later date. 
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| Thank you for being here. 
| The hearing stands in recess. I have statements from two of our 
colleagues, Congressman Thomas J. Lane, of Massachusetts, and Con- 
ress Aime J. Forand, of Rhode Island, which without objection I will 
insert in the record at this point. 
(The statements are as follows :) 


STATEMENT OF Hon. Tuomas J, LANE, A REPRESENTATIVE IN CONGRESS FROM THE 
SEVENTH CONGRESSIONAL DISTRICT OF THE STATE OF MASSACHUSETTS 


| wr. Chairman, and members of the committee, no industry, outside of coal 
mining has had to fight so many challenges at one time, in its determined 
efforts to survive, as the cotton textile industry. In the higher prices paid 
for raw materials, and in the higher wages paid to employees, the domestic in- 
| dustry must work under a double handicap as it tries to compete with foreign 
| producers. 
| At the same time, the foreign policy of the U.S. Government has succeeded, 
unwittingly, in further weakening the competitive position of the cotton textile 
manufacturing industry in the United States. Our foreign aid program has 
helped other nations to build brandnew plants and equip them with the 
most modern machinery. Inadequate depreciation allowances have hampered our 
own industry’s efforts to match these modernization programs. 
| (Clearly, this industry needs help, and what better help than by making 
available to it some of the surplus cotton that the Government itself does not 
know how to dispose of. It is strange that this obvious, and commonsense, 
solution has not been adopted before now. 
Iam heartily in favor of the McIntire bill that will make available to the 
U.S. cotton textile industry part of this surplus in order to improve its 
competitive position. I believe that this bill, by providing 750,000 bales of 
surplus cotton in each of the 5 fiscal years starting with the present, and at 
prices that will enable the industry to regain the level of exports of cotton 
products maintained by it during the period 1947 through 1952, will assist, 
encourage, and stimulate our producers. 

My home city of Lawrence, Mass., once depended exclusively upon one indus- 
try: textiles. That industry is now a minor segment of our local economy. 
One of the several reasons responsible for its decline was the indifference of 
the Federal Government to the problem, and its failure to provide legitimate 
help—in time. 

| For the sake of the industry as a whole, I am happy to see that some remedial 
legislation is on the way, and I welcome this opportunity to endorse and support 
| the constructive provisions of H.R. 4033. 


STATEMENT OF Hon. AIME J. FORAND, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF RuHoOpE ISLAND 


Mr. Chairman, I want to thank you for this opportunity to appear before your 
committee on behalf of the hard-pressed cotton textile industry. 

I have the honor to represent the First District of Rhode Island which has 
been particularly hard hit by the depressed conditions of the textile industry. 

Since the end of World War II we have been concerned by the great impact 

of the textile decline in my State. The immediate effect is the loss of income 

to those dependent on this industry and the uprooting of families who no longer 

have jobs in our community. 

This condition is not limited to my district, or my State, as you well know. It 
prevails throughout New England and has increased alarmingly in the South 

| as well. In the period between 1950 and 1956, a minimum of 42 cotton textile 
| mills in New England closed, and at least 32,000 workers lost their jobs. 

As you no doubt are aware, that part of this decline has been due to changing 
conditions within the domestic textile industry; including the construction of 
modern plants in other areas and the increasing competition from synthetics. 
But the most devastating source of trouble for our cotton textile industry has 

Pe the competition frem foreign producers in both the domestic and export 
markets, 
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The Government in large measure has helped create this problem by the gale 
overseas of U.S. surplus cotton at prices far below the amounts paid by our owp 
mills, so we strongly feel that the Government has a duty to help find a solutiop, 

There are several long-range proposals before Congress to remedy this situg. 
tion. Legislation designed to assure a competitive price for manufacturers ang 
a fair price for farmers should help to alleviate the crisis in the domegtig 
cotton textile industry. 

H.R. 4033, which this committee is considering today is admittedly not the 
complete answer to this vast problem, but it certainly is a step in the right 
direction. 

By way of illustration I would like to show what would happen if the textile 
mills that remain in New England were to close down completely. And may] 
say gentlemen that this is a real possibility unless we here in Congress do some 
thing to substantially change or reverse this present trend. If the cotton textile 
plants operating in New England today were to close down completely, the direg¢ 
loss to the Federal Government in income taxes normally paid by the mills would 
be at least $3,153,024 a year. Social security payment losses would total $7,520,- 
256. State and local tax losses would be in excess of $1,194,624. 

If these mills closed, 19,584 jobs would be lost and the cost to the Government 
in unemployment compensation would be at least $17,420,728. 

Thus, the total direct cost to the Government from the closing of these New 
England mills alone would total at least $31,276,408 a year. These figures arg 
shocking evidence of the magnitude of our problem and what the extravagange§# 
of the problem is if we allow this condition to occur. 

We in New England have lived with this problem many years. The conditiog 
of the industry has now reached “disaster” proportions. The impact of thig® 
condition has already been felt in the South. Mills are closing there as rapidly® 
as they are in the North. This situation is no longer a localized problem, itig 
one that demands immediate action from Congress. 

Mr. Chairman, I cannot urge too strongly that this committee continue its fi 
work in this field with a view to explore this whole problem and initiate remedigl® 
legislation. | 

Thank you, Mr. Chairman. if 


(Whereupon, at 10:50 a.m. the hearing recessed. ) 
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